


Official Publication of the National Retail Credit Association 


National in Name---International in Scope 
July, 1936 Vol. XXIV, No. 10 


Back to Spokane—“Birthplace” of the National Association! 


The 1937 “Silver Anniversary” Convention will be held in Spokane, Wash- 
ington—the “Birthplace of the National”—in the Davenport Hotel, where a 
handful of far-seeing credit executives organized the National Association in 
1912. 


Photo below shows a view of downtown Spokane while the inset shows Ed- 
ward K. Barnes, of Spokane, new President of the National. 
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STEPPING UP 


Many credit men have reduced detail 
and collection work by suggesting 
Morris Plan to good but temporarily 
slow customers—thereby turning in- 
active accounts into active, paid-up 
patrons. 

But there 1s another profitable fea- 
ture in Morris Plan service —one that 
is enabling merchants to step up turn- 


over. Higher priced (and slower mov- 


TURNOVER 


ing) merchandise receives an added 
sales impetus when customers know 
that they can buy from you for cash, 
yet pay as their income permits— 
through Morris Plan’s convenient fa- 
cilities. 

The Morris Plan institution in your 
city will gladly suggest an arrange- 
ment of this sort based on the require- 


ments of your business. 
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Credit Sales Promotion 
And Customer Control 


A New Book--by Dean Ashby, Manager of Credit 
Sales, The M.L. Parker Co., Davenport, lowa 


HE author of this book, winner of the 
1932 Retail Ledger Trophy (first prize 
for the best credit sales promotion plans), out- 
lines the plans and practices which have made 
him a nationally known figure in credit cir- 


cles. 
He gives actual facts and figures of results 
| obtained in building more business from ac- 


tive accounts through “customer control,” in 
developing inactive accounts, in soliciting new 
accounts. And he gives, in each case, the 
actual letters used. 

It’s not a textbook—it’s a whole course in 
Credit Sales Promotion. 





Price--to members--$1.25 | 
(To nonmembers, $1.75) 
ORDER FROM | 


National Retail Credit Association 
1218 Olive St. Saint Louis | 
































It Is Specific 


“Partial Payments on Instalments” cause 
delingency — additional bookkeeping - 
and increased collection costs. 

They are often due to the Collection 
System employed. 

One of the outstanding features of Alli- 
son’s Instalment Collection System is — 
it is specific. 

The exact number of coupons is provided 
to correspond with the payments to be 
made—a definite “due date” is shown on 
each coupon—and each instalment is han- 
dled as a separate and distinct transaction. 

The coupon book is built to create the 
impression in the mind of the customer that 
payments can not be made in any other than 
complete form. Of course this system is 
flexible—but that fact is not obvious to the 
purchaser, 

Coupon books bring in prompt and com- 
plete collections— increase net profits—and 
build customers good will. 

Write for samples and prices, 


Allison Coupon Company 


FACTORY AND EXECUTIVE OFFICES 
INDIANAPOLIS, INDIANA 














EDITORIAL COMMENT 


By L. S. CROWDER 
"TeKorr 


It Was a Wonderful Convention! 


factory one for the National Association! 

With a highly successful and inspiring 

Convention fresh in our memories, we now look 

forward to Spokane—the birthplace of the Na- 

tional—and our Twenty-Fifth Anniversary Con- 
vention, June 15-18, 1937. 

The Convention just closed was said by many 
to have been one of the finest in the history of 
the Association. Attendance exceeded that of any 
previous convention, according to registration 
figures submitted by the Convention Committee. 

The addresses were diversified, timely and in- 
teresting. All will be published in this and sub- 
sequent issues of The Crepir Wortip. Every 
one of them should be read and The Crepir 
Wor vp passed on to other store executives. 

The address of John R. Walker, Executive 
Vice-President of the National Association of Sales 
Finance Companies on “Economics of Installment 
Selling,” should be given careful consideration by 
every store executive now selling merchandise on 
installments or considering this method of credit. 

The talks on Installment Selling or “Selling of 
Terms” were of particular interest, due to the pre- 
vailing tendency of retailers to build sales by com- 
peting with each other in offering long—and still 
longer—time in which to pay. It was the con- 
sensus of opinion of the speakers that this practice 
is unsound—will ultimately result in heavier 
credit losses—and will also (eventually) affect 
sales volume. 

Every other address (all of them different) will 


A NOTHER year is behind us, a very satis- 





prove of interest to and will benefit the readers 
and the firms they represent. 

Discussions of the Department Store Group 
were largely devoted to installment selling—the 
tendency to liberalize credit by offering unsound 
terms—and the selling of “soft lines” on install- 
ment or deferred payments. The latter appeared 
to be the most important problem confronting the 
Department and Specialty Store credit executives 
and was discussed from all angles. 

The other Groups (eleven in number) likewise 
devoted each afternoon to intensive and profitable 
discussion of their own problems. 

The banquet on Thursday evening—the grand 
finale of a delightful Convention—was attended 
by more than 850, and was outstanding. The 
guest speaker, Captain Irving O’Hay of Taos, 
New Mexico, who interestingly covered his un- 
usual experiences as a “soldier of fortune,” was 
able to hold the interest of his audience for the 
two hours required for his address. 

Thanks are extended to Allen T. Hupp, Gen- 
eral Chairman, and to each member of the respec- 
tive Convention Committees, for the excellent 
manner in which the many Convention details 
were so ably taken care of. 

If you were fortunate in being able to attend 
the Omaha Convention, we know you will make 
every effort to be with us at Spokane next year. 

If you were not at Omaha, resolve now, and 
plan accordingly, to join us in celebrating our 
Twenty-Fifth Anniversary at Spokane in June, 
1937. 





The Twenty-Third Annual Convention in Session—Omaha, Neb., June 17, 1936. 
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The Economics of Installment Selling 


By JOHN R. WALKER* 


Executive Vice-President, National Association of Sales Finance Companies, Chicago, III. 


URING the past three years, the more or less con- 
ventionalized practices which had previously pre- 
vailed in the granting of installment credit have 

been swept aside by the rising tide of easy terms. Credit 
men have deprecated this but their voices have been 
drowned in the swirl of competitive selling. There is 
a general feeling that the existing situation is fraught 
with danger: Everyone connected with the business of 
installment selling and financing—manufacturer, mer- 
chant, finance official and banker—is in a state of per- 
plexity and is groping for an understanding of the funda- 
mentals which underlie this commercial art, and which 
can be looked to as landmarks or beacons amid the con- 
fusion of new installment selling plans and the mists of 
new economic and monetary theories. 


Why Credit Terms have Weakened 


The basic reason for the weakening of installment 
credit terms is the progressive easing of bank credit. 
Bank credit is a highly important factor in installment 
selling because of the large amount of working capital 
required, and is employed by the sales finance companies 
in the average ratio of two-and-a-half to one in relation 
to their invested capital. The progressive easing of bank 
credit has resulted from the monetary and fiscal policies 
of the Federal Government. 

With our Federal Reserve Bank currency no longer 
redeemable in specie, it becomes possible to expand the 
volume of bank credit to astronomical proportions. The 
Federal Government has utilized this situation to finarice 
its cumulative deficit of ten billion dollars by borrowing 
this sum from the banks. 


What has in effect occurred is that the banks have 
written up a credit of ten billion dollars on their books 
and the Federal Government has transferred this vast 
credit, in the form of loans, to states and municipalities, 
railroads, insurance companies, mortgage companies, 
banks, farmers, and urban home owners; and these credit 
funds have flowed back to the banks in the form of 
deposits which continue to be available for use both by 
their owners and by the banks as well until they are 
extinguished by the payment of the loans which created 
them. This stupendous inflation of bank credit has in- 
creased the nation’s working capital out of relation to 
the needs of its capital plans. 

Moreover, the Government is relending these billions 
of bank credit, has done so at rates of interest far below 
the commercial level; and the banks in order to find some 
profitable employment for their plethoric deposit funds 
have competed with one another and with the Govern- 
ment. for the limited amount of commercial borrowing 
available. The result: The whole scale of interest rates 
has declined sharply and the term for which bank credit 
is granted has been greatly extended. 

The business community is always alert to utilize any 
new tool which comes to hand. During the past three 
years easy bank credit has been such a tool, and business 
men have employed it by offering cheaper and longer 





*An address before the Twenty-Third Annual Convention, 
National Retail Credit Association, Omaha, Neb., June 16-19, 
1936. 
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terms to the buying public in the hope of inducing addi- 
tional sales volume. 

While some additional sales volume, in lines particu- 
larly susceptible to installment selling, has undoubtedly 
been created by this weakening of credit terms, it is ex- 
tremely doubtful that our total economy has been bene- 
fited because of the adverse effect upon the flow of in- 
vestment capital of this inflationary procedure. What 
has apparently happened is that, in order to find some 
use for the artificial increase of working capital created 
by the Government’s inflation of bank credit, we are 
merely using an abnormal amount of credit to do a given 
volume of business. 


The False Lure of Easy Terms 


Let us examine some of the economic consequences of 
the weakening of installment credit terms. 

It is obviously of no advantage to a purchaser to extend 
the payment period unnecessarily. The larger the down 
payment which he makes and the shorter the period in 
which he completes his payments, the more his dollars go 
into the acquisition of merchandise and the less into the 
mere cost of financing. 

The finance charge on a $200.00 refrigerator on which 
no down payment is made is $36.00 if the installments are 
extended over a three-year period and the finance charge 
computed at 6 per cent per annum. If, however, a $50.00 
down payment is made and the installment payments com- 
pleted in twelve months, the cost of the financing is only 
$9.00 and the purchaser saves $27.00. If, during the 
three-year transaction, he secured 214 per cent interest 
on the funds which he would have paid out under the 
one-year transaction, he would receive approximately 
$7.00; so his net gain under the one-year transaction 
would be approximately $20.00. 

Again, the smaller the installment balance which he 
assumes and the shorter the period in which he liquidates 
it, the less is the danger of his losing his equity in his 
purchase because of circumstances arising which would 
make it impossible for him to complete his purchase. The 
hazards of a three-year transaction are certainly three 
times as great as those of one of a year. 

It is equally to the interest of the merchant and the 
sales finance company that the installment purchase be 
paid for as soon as the income of the purchaser makes it 
possible, because this increases the security afforded by 
the lien which is retained upon the article sold, and at the 
same time lessens the likelihood of repossession. No mer- 
chant can prosper through the misfortune of his cus- 
tomers. 

Moreover, the undue extension of installment terms 
will dam up the merchant’s future market, for the bulk 
of future sales will be repeat orders from the same group 
of purchasers to whom he is selling today. Ninety-five 
per cent of all automobile sales are made to the owners 
of automobiles; and of the 414 million radios sold last 
year, 3 million were replacements; and it is only a matter 
of time before a like situation will obtain with respect to 
mechanical refrigerators and the various household ap- 
pliances. 

Consumer goods, from their very nature, are consumed 
and must be replaced. It seems obvious, however, that 








an installment purchaser will not begin to think of his 
purchase as obsolescent until he has finished paying for 
it. 

The Natural Bounds of Consumer Credit 


Granting that these. obvious facts are true—although 
merchants and buyers overlook them amazingly—is there 
some fundamental economic consideration which should 
limit the installment credit period, even though the in- 
stallment purchaser may knowingly be willing to assume 
the risk and the cost involved in a more extended credit 
period? Or to state the matter differently: Are there 
certain natural limits within which installment credit 
produces an economic good and beyond which it produces 
an economic evil? 


The purchase today, through the facility of installment 
credit, rather than a year from now or at some more 
remote future date, when the purchaser may have suc- 
ceeded in accumulating the entire purchase price of the 
installment article, undoubtedly accelerates the produc- 
tion-consumption mechanism; because in the production, 
distribution and financing of the article in question, cer- 
tain net gains accrue which constitute an addition to the 
nation’s total purchasing power, or to its capital funds. 


The retail seller earns a certain net profit, as do 
also the fabricator of the finished article, the producer 
of each of the parts and raw materials entering into its 
manufacture, and each agency of transportation and 
finance involved. Likewise, each of the laborers and 
salaried employees, who from beginning to end contributes 
to its production, distribution and financing, earns some- 
thing in excess of his subsistence and operating expenses. 


No one has done the research necessary to enable him 
to say just what the aggregate of these gains is. What 
we do know is that all of the antecedent costs and gains 
are summed up in the retail selling price—that in pro- 
ducing and distributing the article, existing capital in 
the form of equipment and materials was used up, and 
fuel, power, and food consumed—and that only some 
_ fraction of the final selling price represents a net social 
gain. 

The retailer’s net profit ranges from zero to 5 per cent 
and probably does not average more than 2 per cent. The 
fabricator of the finished article probably averages a like 
percentage of net gain figured upon the F.O.B. whole- 
sale price; and each of the producers of parts and raw 
materials earns some modest net profit upon his fractional 
contribution to the whole. The net gains of the wage 
earners and salaried employees certainly will not average 
more than 10 per cent of their respective incomes. 

My practical judgment—or shall I say guess—is that 
the whole series of gains arising out of the production and 
sale of a typical article on the installment plan approxi- 
mates 10 per cent of its retail selling price. It appears 
fairly certain that the annual increment to our national 
capital does not exceed 10 per cent of our national in- 
come. 

If.the cost of the installment credit does not exceed the 
aggregate net gains accruing from the production and 
sale of the article, no economic loss is suffered by the 
business community, and the purchaser meanwhile de- 
rives the satisfaction of possessing the article. By what- 
ever amount the cost of the installment credit is less than 
this cumulative gain, a net increment of purchasing power 
results; but if the cost of the credit exceeds the gain, a 
net loss of purchasing power ensues. 

When a down payment of 25 per cent is made, so that 
only 75 per cent of the purchase price of the article is 
financed, the cost of the installment credit for one year 


4 


at 6 per cent would be equivalent to 414 per cent of the 
purchase price; and for two years 9 per cent. If, how- 
ever, there is no down payment and the credit period is 
extended to three years, even though the cost of the 
financing be reduced to 5 per cent per annum, the total 
cost of the financing will represent 15 per cent of the re- 
tail selling price of the merchandise. 


Bank Credit as a Limiting Factor 


The cost of installment financing is kept within feasi- 
ble bounds by the employment of bank credit to supple- 
ment the capital funds of merchant or finance company. 
If an installment credit were financed entirely with 
capital funds, even for the period of a year, the cost of 
the financing would approximate 10 per cent of the 
amount financed, to enable the merchant or finance com- 
pany to earn a normal return upon his or its invested 
capital. Such a cost would act as a deterrent to install- 
ment buying and would absorb all or nearly all of the 
gain arising from the production and sale of the article. 
From the standpoint of the national economy this would 
be a sterile operation. 


Mention has already been made of the fact that sales 
finance companies normally borrow at bank an average 
of two-and-a-half times their capital, this limitation upon 
the ratio of borrowings to capital being established by 
the excess collateral and the required cash balances which 
finance companies must maintain. The money factor in 
the average finance charge represents approximately 60 
per cent of the total charge; the other 40 per cent being 
represented by administrative costs, including credit in- 
vestigation, collection expenses, losses, accounting and 
overhead. A reduction of 2 per cent in the bank rate 
therefore makes possible a reduction of approximately 
1 per cent in the finance charge. 

The employment of bank credit being essential to the 
maintenance of a feasible finance charge, it follows that 
the conditions and limitations under which bank credit 
may properly be extended should determine the time 
limit of the installment credit. 

In pre-depression days, bank loans to installment mer- 
chants and sales finance companies were made for max- 
imum periods of four months. This sufficed to permit 
the extension of the installment credit for twelve months; 
because in a portfolio consisting of equal monthly amounts 
of twelve months’ paper, the average maturity of the 
paper is six and a half mofths, and approximately 55 per 
cent of the portfolio liquidates itself in four months’ time. 

The collections on the installment paper together with 
the required cash balances would have enabled the mer- 
chants or finance companies to liquidate their bank loans 
in full at maturity. Of course, in practice they maintain 
numerous bank lines and borrow successively against 
them, and are never required to liquidate their portfolios 
in full, as this would mean the liquidation of their busi- 
nesses. 

During 1934 and 1935, the banks extended the limit 
of their bank loans to six months, which in turn permitted 
the extension of installment credit terms to eighteen 
months or more. Also, the continued accumulation of 
surplus reserves and deposit balances by the banks opened 
up the commercial paper market to installment merchants 
and finance companies, which enabled them to sell ma- 
turities up to nine months, and this in turn permitted the 
extension of the installment credit period to twenty-four 
months. In a portfolio consisting entirely of twenty- 
four months’ paper, the average maturity is twelve-and-a- 
half months, but 60 per cent of the portfolio liquidates 
itself in nine months. 
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(Note: Nine months is the maximum period for which 
notes may be issued without the expense, trouble and 
contingent liability upon directors involved in qualifying 
the issue under the Securities Exchange Act. ) 

I do not know of any way in which bank credit can 
properly and safely be employed in financing consumer 
credits which are to liquidate over a period longer than 
twenty-four months. If a merchant is selling installment 
articles on thirty-six months’ terms, and is financing this 
paper with bank credit, either directly or through a 
finance company, he is certainly gambling with the future, 
because a portfolio made up of such paper will not 
liquidate fast enough to meet the bank loans which were 
employed in acquiring it. Not only is he gambling that 
money rates will not advance but that he also will be able 
to renew his loans at maturity. 

Installment transactions running for three, four, or 
five years should, under any sound plan of financing, be 
financed by long-term note issues, debentures, preferred 
stock or similar capital funds. If funds of this character 
are employed, however, the finance charge must be figured 
at a higher than normal rate, whereupon the cost of the 
credit becomes uneconomic. This observation, of course, 
refers to consumer goods. Articles or installations used 
for productive purposes can afford to pay a high finance 
charge, reflecting the disproportionate use of capital funds 
in such long-term transactions because they will produce 
the funds to pay for themselves. 

But as regards consumer goods, which do not fructify 
and which involve constant operating and maintenance 
costs that generally offset their utility value, I am unable 
to find any economic justification for the abnormally long 
credits now in vogue. 

If bank credit cannot be appropriately and safely used 
in such transactions by finance companies, where their 
own capital cushions the bank credit, even less appropri- 
ately and safely can bank credit be employed directly by 
the banks themselves in financing such transactions. — 


When the bright young men of the Brain Trust quit 
their scholastic retreats and descended upon Washington 
to assume charge of the nation’s economic destiny, they 
took a quick look at installment credit and concluded that 
this high-powered instrumentality could be artificially 
stimulated by the Government and be made to create a 
short cut to prosperity. 

If the mobilization of a purchaser’s purchasing power 
over a period of twelve months gave a certain accelera- 
tion to the production-consumption mechanism, why 
should not the mobilization of this purchasing power 
over a three-, five-, or seven-year period produce three, 
five, and seven times as much acceleration ? 

The cost of financing installment credits through 
normal commercial channels for such extended periods 
would, however, be so formidable that buying would be 
checked ; so it became necessary to devise ways and means 
to reduce the normal cost of financing at the same time 
the payment period was extended. 


This was accomplished through the EHFA by the 
Government’s supplying artificially cheap credit direct; 
and through the FHA by the Government’s guaranteeing 
the paper without cost so that the banks would be in- 
duced to employ bank credit directly in this long-term 
financing. Moreover, since the commercial requirement 
of a substantial down payment operated to limit install- 
ment purchasing to those who had some small accumula- 
tion of funds on hand, this requirement was waived. 

The subsidizing of installment credit by the Federal 
Government might have justified itself as a recovery 
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measure if it had been accomplished by means which did 
not involve the perversion of the commercial banking 
function; and if it had not saddled upon the commercial 
world a precedent of unsound credit practice from which 
it can rid itself only with great difficulty and heavy ex- 
pense. 

The artificial lowering of interest rates, and the un- 
certainties regarding the future value of the dollar, 
brought about by the Government’s unsound monetary 
and fiscal policies and the inflation of bank credit, has 
destroyed more purchasing power than it has created, be- 
cause it has dried up the normal accrual and flow of new 
investment capital, which is the primary source of new 
purchasing power. I am convinced that the nation would 
be far better off today if the Government had permitted 
interest rates to seek their normal level, and had relied 
upon the initiative of private business to discover the ways 
and means of reestablishing normal business activity. 


Summary 


In conclusion, I believe there are certain fundamental 
economic principles which underlie the use of installment 
credit, and which must .be recognized and observed if a 
healthy result is to be produced for the purchaser, the 
merchant, the manufacturer and the nation as a whole. 


For one thing, I believe that installment credit should 
pay its own way. That is to say, the installment pur- 
chaser should not be subsidized either by the Government, 
the manufacturer, or the merchant, for in reality this is 
at the expense of the cash buyer. In a capitalistic econ- 
omy, the value of capital should not be undermined by 
destroying the incentive of thrift. 

There are a number of definite expenses associated with 
an installment sale which do not arise in connection with 
a cash sale. The most important, of course, is the cost 
of the working capital tied up in the transaction; but 
there is also the cost of the necessary credit investigation ; 
the cost of the accounting department in setting up the 
records and in collecting and handling a long series of 
installment payments; the cost of making repossessions 
and of reconditioning and reselling the repossessed mer- 
chandise ; and finally, the losses when repossession cannot 
be effected, or when the repossessed article sells for less 
than the balance owing on the account. Many of these 
expenses are unit expenses which are greater propor- 
tionately on a small transaction than on a large one. 

I believe that there should be a down payment gen- 
erally equivalent to the retail mark-up and the cost of 
the financing; both for the protection of the buyer and 
the seller, and to justify the transactions economically. 


Moreover, the useful life of the article should outlast 
the payment period. In other words, if installment buy- 
ing is to be economically sound and possess the essential 
element of thrift, payment must precede consumption and 
obsolescence. The operating and maintenance costs of an 
installment article usually tend to increase with the lapse 
of time, and the first cost should be paid before these costs 
become formidable. 

Since the cost of installment credit can only be kept 
within feasible bounds by the use of bank credit, the 
credit period should be held within bounds which permit 
bank credit to be used appropriately and safely. Espe- 
cially is this true if the commercial bank undertakes to 
finance installment transactions directly without the 
cushion of the finance company’s capital and skill. 

The commercial bank is, from the nature of things, the 
foundation of our entire credit structure, for it is the 
primary source to which every other commercial and 

(Continued on page 32.) 
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HE subject of “New Business” under the general 

topic of “Sane Credit Sales Promotion” seems to 

me to be a most timely and appropriate one. Right 
now the attitude of the general public is most optimistic 
and those who, during the past five years, have denied 
themselves a great many necessities as well as the luxuries 
of life are now in a frame of mind to buy. Therefore, 
the time is ripe for the Credit Department to concentrate 
upon the development of “New Business.” 

But what do we mean by “New Business’? New 
business is that business or trade which we never had be- 
fore in the ledgers or, which we had so long ago that 
there is no record of it now. The addition of such ac- 
counts in the ledgers—increasing by thousands of dollars 
the outstanding accounts receivable—is new business from 
the standpoint of this paper. 

Most of us are inclined to take it for granted that a 
certain volume of charge purchases will automatically 
come to us each month from the customers we already 
have and that it’s up to the Sales Manager to promote 
new business because we have all we can do to control 
what’s already on the books so that the losses at the end 
of the year will be reasonably low. 

But this is not the truth and that’s why they more or 
less recently changed our names or titles to “Managers 
of Credit Sales.” In other words, it’s up to us to do 
something constructive toward building up our volume 
of credit, remembering constantly, of course, that it must 
be built on a profitable basis. 

From what we have learned from research made dur- 
ing the last few years, there is a normal shrinkage of 
from 13 per cent to 17 per cent in our charge accounts 
each year. The percentage varies, of course, in different 
communities. This customer-loss is broken up into the 
following divisions: 

1—Accounts lost because of inability to pay— 
2—Because of customers moving out of town— 
3—Because of going on a cash basis— 
4—Because of store indifference— 

5—Because customers sometime die! 


I thought that division should be mentioned Jast. Then, 
in order to break even, we must have a 13 per cent to 
17 per cent increase, and if we want to make a showing 
above last year’s figures, we must set up a program de- 
signed to attain the desired quota. 

As all of us know, there are various ways and means 
of getting new charge customers but since human nature 
is inclined to be a little lax about putting into practice the 
things that we already know, may I repeat some of the 
well-known ideas that have been used over and over by 
many stores. 
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Building New Business 


By MARION A. LELEU 
Credit Manager, Brown-Dunkin Co., Tulsa, Oklahoma 


An Address at the Twenty-Third Annual Convention, National Retail Credit 
Association, Omaha, Neb., June 17, 1936 


First, I want to mention the various budget plans that 
are on the market, the “Letter of Credit,” “Store-Wide 
Club Plan,” ‘Teachers’ Credit Plan,” “Christmas Sav- 
ings Club,” “Coupon Budget Accounts,” and so forth. 
These plans have to do with selling all types of mer- 
chandise on payments. 

So far, most of these plans have proved successful and 
considerable “new business” has been secured through 
their particular appeal to the public. However, there is 
a danger of the terms getting out of control because of 
competition unless this is rigidly managed and carefully 
guarded. 

Next, I want to mention ten brief suggestions that 
’most anyone can adopt along with the regular daily 
routine. 

First: Have a standing order with your local Credit 
Association to furnish a report on all newcomers to your 
city. These are commonly known as “New Arrivals,” 
and “new arrivals” as a rule, need a lot of new mer- 
chandise to complete the new home. 


Second: Require your salespeople to hand in to the 
Credit Department daily the names of new customers 
whom they contact during the day in the store. This will 
bring in several new accounts each week that the credit 
bureau might have missed. Of course, a credit report 
should be secured before inviting such customers to take 
advantage of your credit privileges. 

Third: Appoint someone in your office to scan the 
daily papers for names of people whom you do not al- 
ready have on your books. The Sunday papers, particu- 
larly, are filled with information very valuable to you if 
you take advantage of it. 

Fourth: Request of your delivery foreman a list of 
names, daily or weekly, of C.O.D. customers who live 
in the more desirable parts of the city and who are in the 
habit of paying for their packages without any difficulty. 
When you change a cash customer to a charge customer, 
you change your average sale from $1.38 to $3.03, ac- 
cording to reliable department store figures (excluding 
furniture departments) based on the month of March, 
1936. 

Fifth: Have your cashiers report to you the names 
and addresses which they see on bank checks. The bank 
can be used as a reference in checking up the customer. 

Sixth: Be on the lookout for exclusive lists of names 
that are offered for sale by dependable advertising 
agencies. 

Seventh: Ask the manager of your Lay-Away or Will 
Call Department for the names of customers who regu- 
larly complete their Lay-Away contracts according to 
agreement. If you make a charge customer out of a 
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Lay-Away customer, you save floor space and insurance 
on merchandise that you would otherwise have to spend, 
besides the clerical work and risk involved in all Lay- 
Away accounts. 

Eighth: Invite each paid-up Club Plan customer to 
open a monthly charge account if his or her credit record 
justifies. It’s customary to write them anyway, to return 
the cancelled contract, so why not invite their future 
business on a monthly basis. 

Ninth: Check up the names of references given you 
by applicants, as new prospects: The bosses—the fore- 
men—the yardmaster—the plant superintendent. These 
people, too, have to buy merchandise. 

Tenth: (and last) Select interviewers who are sales- 
minded. Your interviewers are in a position to do a 
great deal toward increasing your business, and they’ll 
often sell for cash, even if the account must be rejected. 

These are minor suggestions but they can all be made 
a part of the regular office routine and can net you thou- 
sands of additional dollars per year that you wouldn’t 
have otherwise. 

During the fall of 1934 (and also in 1935) the 
Brown-Dunkin Company of Tulsa (if you'll pardon the 
reference to the store by which I’m employed) launched 
a campaign for new charge accounts in the form of an 
Employees’ Contest. Perhaps you’d be interested in a 
brief outline of this effort on our part to secure new 
credit business. 

We announced this campaign at an evening meeting at- 
tended by all employees—selling and non-selling. We 
aroused their enthusiasm and interest in the Contest 
which was about to begin by impressing upon them what 
it would mean to them individually as well as to the 
store if we had a few extra thousand regular year-in- 
and-year-out monthly charge customers on our books.. 

We explained that we wanted each and every one of 
them to lend a hand in securing these accounts because, 
after they were once established, we could depend on 
these customers buying from one to three hundred dol- 
lars a year on an average, automatically increasing the 
salespeoples’ individual quotas and, incidentally, their 
commissions. In addition to this, we offered to pay them 
50c per name for each account accepted by the Credit De- 
partment as soon as the first purchase was made on the 
account. 

Eight Team Captains were selected—one for each 
floor—and it was the duty of each captain to stimulate 
interest from time to time among the members of the 
team. Small application forms were provided each cap- 
tain and the name of each prospect (and other informa- 
tion available) was to be filled in; but under no condi- 
tions were the customers to be informed that their names 
had been turned in to the Credit Department. 

These forms were to be sent to the office daily through 
the tube system. This eliminated the necessity of em- 
ployees having to leave their departments to hand in their 
prospects. The names were checked against the charge 
files and against the previously rejected applications— 
also against the charge-off ledgers. Then the names 
were arranged alphabetically and were sent to the credit 
bureau for reports. 

File information was secured first and those apparently 
undesirable were weeded out. Up-to-date reports were 
secured on the remainder and this went on for weeks. As 
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soon as the report was approved by the Credit Depart- 
ment, a letter was sent to the customer telling her the 
account had been opened for her convenience at the sug- 
gestion of one of our employees. A copy of this letter 
was given to the employee so that she would be informed 
as soon as the account was established. No questions 
were to be asked about those not approved; however, it 
was explained that accounts were rejected because of a 
lack of information as well as because of derogatory in- 
formation. 

Our employees enjoyed this contest very much and sev- 
eral of them made some extra dollars for themselves. 
Here are the figures or results on the first 2,000 names 
which were submitted within the first six days of the 
contest : 


Number of names eliminated because we already had 
the account, it had been previously rejected, or the 


file information was unfavorable or insufficient..... 1435 
Number of accounts approved and solicited ....... 565 
Accounts used within 90 to 120 days ............. 289 


Amount charged by these customers on open account $11,553.90 
Amount purchased by these customers on contract.. 1,165.62 


. $12,719.52 
On this basis, this amount would be $38,858.56 per 
year, and there’s no reason why we shouldn’t maintain 
these customers for five, ten, or twenty-five years. The 
expense of handling these 2,000 names was as follows: 


Total additional business within four months 


Amount paid to employees on 289 accounts at 50c each $144.50 
DEE, Gs cs bb vghwowdess¥54id Si Sewe sc beee ee 119.39 
Retail Merchants Association fees ............... . 367.25 
Additional typist salary—part time 


$782.66 

On an annual basis, this expense figures a little more 
than 2 per cent and I feel that that is a very low figure 
for getting business. 

Other stores have had Employee Contests handled on 
a different basis and, perhaps, more efficiently—and they, 
too, have proved very profitable. 

After all, most of us are in the business of selling mer- 
chandise. Therefore, the most important asset that any 
store can have is its customers. Without customers, it 
doesn’t matter how well selected the stocks are, how ap- 
pealing the advertising, how attractive the displays or 
how efficient the personnel. The customers pay the sal- 
aries and the overhead and the more customers you have 
the lower the overhead and the greater the profits. There- 
fore, we have an important task to perform as part of 
our regular duties of credit management and that is to 
lend every effort and grasp every opportunity within our 
reach to increase the number of customers on our books. 

Whether we adopt a sane policy of Budget Plan sell- 
ing, a direct-mail campaign of inviting new accounts, or 
a personal solicitor for this purpose—contests, campaigns, 
or even newspaper advertising—let’s do something (as the 
President says) toward increasing and building up our 
yearly volume of credit sales. Let’s map out a program 
complete in detail, and follow it through, thereby con- 
vincing ourselves and our firms that the Credit Depart- 
ment is the greatest potential sales-building unit in the 
store. 





~~ er 
Ready soon: The Department Group Proceedings and 
Convention Addresses. See page 11, this issue. 











HEN it became known in our district that a per- 

son harassed by debts could file a petition asking 

protection and an opportunity to pay his debts 
under a partial payment or extension plan, petitions to 
this end began to come in seeking that right. Many who 
would otherwise have been forced into bankruptcy availed 
themselves of this privilege and through the cooperation 
of the creditors and the credit managers the plan became 
successful and has been continuously in operation since 
1933, the date of the passage by Congress of Section 74 
of the Bankruptcy Act. 


You are accustomed to dealing with figures and so I 
am going to give you first some of the results that we, in 
Birmingham, have obtained, operating under Section 74. 

To date, there have been filed over 1,500 petitions but 
I am going to give you the figures I prepared for my 
statement before the Judiciary Committee of the House 
of Representatives in Washington in March of this year, 
at which time 1,400 petitions had been filed. It will be 
interesting to classify the petitions and see by what groups 
these petitions were filed: 


Office employees, 114; industrial employees, 551; railroad 
employees, 437; public utility employees, 142; county employees, 
23; city employees, 79; state employees, 2; newspaper employees, 
27; and U. S. Government employees, 15—making a total of 
1,400 petitions. 


To date, there has been paid to the Supervisor for the 
Court $237,643.98. This amount, less the cost of ad- 
ministration, has been distributed to 626 different credi- 
tors. A classification of these creditors should be interest- 
ing to you for it will show through what channels the 
money was again placed in circulation: 


Industrial loans, 21; service stations, 14; grocers, 44; coal 
dealers, 7; piano stores, 4; construction, 2; doctors, 102; short 
loans, 42; dry goods stores, 15; garages, 2; individuals, 142; 
real estate, 28; insurance, 3; jewelry, 11; furniture, 44; banks, 
13; dairies, 2; department stores, 13; hardware stores, 4; radio 
and refrigeration, 6; hospitals, 6; transfer companies, 2. 

Cemetery firms, 1; steel and iron works, 2; storage garages, 
2; funeral homes, 3; hotels, 2; newspapers, 1; Children’s Aid 
Society, 1; ice companies, 1; auto body companies, 1; sewing 
machine companies, 2; collection agencies, 1; colleges, 3; retail 
auto and tractor dealers, 9; cafes, 2; drug stores, 13; retail 
clothing stores, 10; tire stores, 2; live stock dealers, 1; book 
stores, 11; auto rental, 1; optical, 1; plumbing, 1; lumber and 
building materials, 1; printing, 1; candy manufacturers, 1; roof- 
ing, 1; telephone companies, 1; paper manufacturers, 1. Total, 
626. 


Until the passage of Section 74, the Bankruptcy Act 
contained no provision for the relief of the wage-earner 
other than the right to be adjudged a bankrupt and cancel 


*An address before the Twenty-Third Annual Convention, 


National Retail Credit Association, Omaha, Neb., June 16-19, 
1936. 
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Salvaging Doubtful Accounts 
--And the Customers 


By VALENTINE J. NESBIT* 
Special Referee In Charge of the Debtors’ Court, Birmingham, Ala. 


his indebtedness. My experience has demonstrated that 
the wage-earner desires to pay his debts and, if given an 
opportunity, will do so. 

With the passage of Section 74 and my appointment 
as referee to handle all matters coming under this sec- 
tion, it became necessary to devise the ways and means to 
accomplish the results intended by this Act. When a 
petition is referred to me, as referee, I send a notice to 
each creditor, and to the debtor, setting a day, place, and 
hour for the first meeting of creditors and the hearing on 
the petition. 

At this meeting, the debtor is sworn and then we pro- 
ceed with his examination. His earnings are ascertained 
and the number of his dependents. A schedule of his 
necessary expenses is made and we are then in a position 
to determine what amount the debtor can pay each month 
to be applied against his indebtedness. 

The debtor then makes a proposal to his creditors, 
agreeing to pay so much each month to be applied, if 
there are no secured creditors, ratably amongst his credi- 
tors. If there are secured creditors, an agreement is 
arrived at with the secured creditors allocating a portion 
of the payments to the secured creditors in definite 
amounts and the balance is divided pro rata amongst his 
unsecured creditors. 

A day is then set for a hearing upon the confirmation 
(or not) of this proposal and, this having been accepted 
by a majority in number and: amount of his creditors, the 
proposal is then confirmed and is binding upon the debtor 
and his creditors alike. Occasionally the debtor and his 
creditors cannot agree. In this event, I confirm a pro- 
posal that is for the best interest of the creditors and the 
debtor. In only two instances out of 1,500 cases has this 
been necessary and, in both of these instances, the credi- 
tors were seeking an unjust advantage of the debtor and 
were trying to collect usurious interest which the object- 
ing creditor knew would not be allowed in‘this court. 

Following the confirmation of the proposal of exten- 
sion, I give the debtor a card of direction to the Super- 
visor for the court and all amounts due under the pro- 
posal are paid to the Supervisor for distribution amongst 
the debtor’s creditors in accordance with the Order of 
Confirmation. 

In the beginning, I adopted the plan of requiring each 
debtor to make payments to his creditors, but found that 
the debtors as a whole were not capable of carrying out 
this plan. I then appointed young lawyers to act as 
supervisors for the debtor and creditors but found that 
the lawyer was not very apt in keeping an account of 
what had been paid; also, the disbursements and the 
amounts that could be paid to the lawyer for his services 
were so small that he soon lost interest. 

I then asked the Federal Judge to appoint a Super- 
visor for the court whose duty it was to collect all pay- 
ments made by the debtors and to distribute the money 
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in accordance with the proposal of extension. This 
Supervisor is under a bond of $10,000.00 payable to the 
United States of America for the faithful performance 
of his duty. As the work began to increase, it was neces- 
sary to set up a formal set of books and employ a book- 
keeper. We now have employed two bookkeepers, in 
addition to the Supervisor, and at times have to call in 
extra help. I believe that this is one of the principal 
reasons for the success that we have enjoyed in Birming- 
ham for it enables me to have the business of the debtor 
conducted in a workmanlike manner. Creditors can al- 
ways get statements (and so can the debtor) showing the 
status of their accounts. This, in a general way, out- 
lines our method of procedure. 

It will be interesting to know what became of the 
1,400 cases that were filed as of March 11, 1936. Of 
these cases, 55 were dismissed for various reasons such as 
death, loss of employment and other causes. One hun- 
dred and eighty-nine have paid their debts in full and, in 
each of these cases, an order was entered by the Federal 
Judge, upon my recommendation, dismissing the case, and 
stating that the debtor had paid his debts in full. Az 
the present time, between 15 and 20 debtors each month 
are liquidating their indebtedness in full and receiving 
their discharge from these debts. This number will 
gradually increase over a period of time and I soon ex- 
pect the number of debtors who are paying out each 
month to reach 25 or 30. 


Some of the claims filed are unjust in that they in- 
clude usurious interest charged by the short-term money 
lender. Our practice is to credit against the principal 
borrowed from a money lender all usurious interest paid, 
as payment on principal, and I do this under the Alabama 
laws relating to usury. Naturally, this is not acceptable 
to those charging usurious interest, but whether or not 
they like the medicine, nevertheless, they have had to 
take it. We have had some interesting battles over this 
question, but the usurious money lender is no more’ in 
favor today than he was when thrown out of the temple 
nearly 2,000 years ago. 

We have had the full cooperation of those selling prop- 
erty under Conditional Sales Contracts. Merchants sell- 
ing refrigerators, furniture and other property on this 
basis have adopted the practice of sending in their proofs 
of debt, setting forth the amount due, and the fact that 
they have a lien, in advance of the first meeting of the 
creditors, and accepting in advance the proposal of the 
debtor. Of course, this places upon me the responsibil- 
ity of an equitable and fair adjustment. The merchants 
tell me that they are being paid out almost as rapidly as 
they would have been paid had they collected direct, and 
in addition have no cost of collection. They seem pleased 
with the results obtained. I try to work out these pay- 
ments on an 18-month basis, bearing in mind that the 
unsecured creditor is also entitled to a fair consideration. 

The method we have adopted in Birmingham could 
not have been successful without the cooperation of the 
creditors and I have used the word “we” advisedly, for 
without this cooperation I do not believe the plan could 
have been successfully carried out and the debtor af- 
forded an opportunity to pay his debts. Those debtors 
who have no intention of paying and who are trying to 
use the court in an effort to avoid payment are soon 
found out and are not tolerated. Their petitions are 
forthwith dismissed. Unless a debtor honestly tries to 
pay his obligations, I feel that he should not be pro- 
tected. 

There is now pending in Congress the Chandler Bill, 
known as H. R. 11219, which might aptly be called the 
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““Wage-Earner’s Bill.” It provides for the amortization 
of the debts of the wage-earner by agreement with his 
creditors and this bill carries out the ideas contained in 
Section 74, but applies only to what are known as “wage- 
earners,” that is, those employees making $3,600.00 or 
less per year. 

This bill allows the debtor to make a proposal of ex- 
tension for the payment of his debts to be paid out of 
his future earnings and subjects these earnings to the 
jurisdiction and control of the court for the purpose of 
enforcing the terms of the extension proposal. It also 
contains a provision that a debtor who has applied for 
and obtained relief under this bill may not thereafter be 
adjudged a bankrupt except with the consent of the Dis- 
trict Judge. 

Now, if you subject the future earnings of the debtor 
to the jurisdiction of the court, it would seem fair that 
any indebtedness incurred by him subsequent to the filing 
of his petition, should also be included and this proposed 
bill provides for the inclusion of such future indebtedness 
and provides that those who have given credit to the 
debtor following his filing of the original petition may 
be enjoined from proceeding against the debtor for the 
collection of the account. This protects creditors exist- 
ing at the time of the filing of the petition and also places 
upon those extending credit to a debtor the responsibility 
of ascertaining whether or not he has filed a debtor’s 
petition. 

There is also a provision that the debtor may increase 
his extension proposal for the purpose of taking care of 
any indebtedness incurred subsequent to the filing of this 
petition. Now, you will find that this clause relating to 
subsequent indebtedness will affect the merchant very 
little, but it does strike at the root of the money-lender 
evil. The money lenders have often attempted to go 
around the settlement in court and create a new indebted- 
ness with the debtor, including the old indebtedness. This 
provision relating to subsequent indebtedness would tie 
the money lender’s hands and, as I have said, would not 
affect the merchant. I believe this is a well-balanced 
bill providing relief for the debtor but requiring him to 
pay his debts. 


The rehabilitation of the debtor and the making of 
him a better citizen has given me the principal satisfac- 
tion that I have gotten out of the “debtor’s court,” as I 
call it. The results are clearly visible in both the ap- 
pearance and the conduct of the debtor when he has an 
opportunity to pay his debts and feel that he can look 
his creditors in the eye instead of dodging them. It gives 
me a splendid feeling to see that result. Many debtors 
have written touching letters of appreciation of the co- 
operation shown by their creditors and of the general at- 
titude of the court. _ I believe the plan has come to stay 
and will be a great benefit to both creditor and debtor. 
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Peoria Bureau Makes Front Page With Tel- 
autograph and Sorter-Graf Installations 


When the Peoria (Ill.) Merchants Association in- 
stalled Telautograph and Sorter-Graf equipment last 
month, the Peoria Star devoted almost half of the front 
page of its Sunday feature section to photographs and a 
description of the installation. 

This publicity explains in popular language how the 
Telautograph speeds up the transmission of credit in- 
formation and traps shoplifters and “bad check’”’ passers. 

We congratulate the Peoria Association. 








May Trends--A Fast-Reading Review 


...A nation-wide cross section of facts and opinions on retail collections and credit sales 
for May, 1936, as compared with May, 1935, compiled by Research 
Division -- National Retail Credit Association 


p ‘HE average nation-wide increase in retailers’ col- 
lections was 5.0 per cent and in credit sales 13.4 
per cent during May, 1936, as compared with 

May, 1935. Practically all cities gave “General improve- 

ment in business conditions” as the reason for the in- 

creases. 








High-Lights for May 


66 Cities reporting. 
17,969 Retail stores represented. 


COLLECTIONS 


50 Cities reported increases. 
5.0% Was the average increase for all 
cities. 
30.0% Was the greatest increase (Walla 
Walla, Wash.). 
3 Cities reported no change. 
13 Cities reported decreases. 
16.0% Was the greatest decrease (Lon- 
don, Ont.). 


CREDIT SALES 


64 Cities reported increases. 
13.4% Was the average increase for all 
cities. 
69.6% Was the greatest increase (Walla 
Walla, Wash.). 
2 Cities reported decreases. 
10.0% Was the greatest decrease (Las 
Cruces, N. M.). 








Augusta, Me., reported collections unchanged during 
May while credit sales increased 5.0 per cent over May, 
1935. Installment sales increased from 2 to 10 per cent 
in refrigerators and household equipment lines and the 
outlook for summer business is favorable. . . . Lewiston, 


Me., reported a 2.0 per cent increase in collections and a 
3.0 per cent increase in credit sales resulting from in- 
creased activity in the mills. Automobile and furniture 
sales were larger than they have been in the past four 
years. ... Manchester, N. H., reported a 5.0 per cent in- 
crease in collections and a 10 per cent increase in credit 
sales as a result of general business improvement; how- 
ever, the textile industry in that city remains at a stand- 
still. 

Collections in the New York and Pennsylvania area 
ranged from a 2.5 per cent decrease in Erie, Pa., to a 
10 per cent increase in Uniontown, Pa. The mines are 
now operating on full-time schedule in the latter city. 
Credit sales, however, were good—FErie reporting an in- 
crease of 20 per cent for May. 

Clarksburg, W. Va., reported an increase of 7.0 per 
cent in credit sales. All factories are now operating on 
steady production schedules with coal business only fair. 

Fort Lauderdale, Fla., reported that collections in- 
creased 20 per cent during May—and credit sales 30 per 
cent. Building operations are increasing, veterans are 
buying on contemplated bonus payments and there is 
practically no unemployment. . . . The same situation 
exists in Charleston, 8. C. 

Merchants in Lexington, Ky., reported that they were 
well pleased with business conditions. ‘Tobacco sales in 
that city alone were over ten million dollars and farmers 
received good prices for their live stock. . . . Paducah, 
Ky., reported credit sales increased 34 per cent, due to a 
large strawberry crop, increased activity in the building 
industry—and “railroad shops, WPA and Soil Erosion 
Division working at full force.” St. Louis, Mo., re- 
ported collections were unchanged while credit sales in- 
creased 15 per cent. 





Collections and credit sales were good in the J/linois, 
Indiana, Michigan and Ohio area, due to a general busi- 
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The Trends--Ata Glance 
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ness improvement. vansuille, Ind., reported a 26.0 per 
cent increase in credit sales due to increased employment 
and excellent crop prospects. An increase in collections 
and credit sales was noted in Bay City, Mich., as a re- 
sult of spring buying, increased employment and farm 
equipment sales. The increase in retail credit business 
in Mount Clemens, Mich., resulted from an influx of 
newcomers and an increase in employment. Many new 
stores have opened since 1935 and houses for rent are at 
a premium. 

Credit sales and collections were also good in the Jowa, 
Minnesota and Nebraska area. Omaha reported consid- 
erable pressure being placed on deferred payment sales. 

Collections and credit sales continue to increase in 
Texas. The Texas Centennial celebrations are expected 
to help credit sales during the summer. Amarillo re- 
ported an increase of 12.7 per cent in credit sales due to 
recent rains and oil field and soil erosion activities. . 
Waco reported an improvement in general business condi- 
tions with more people employed than heretofore. 

Collections and credit sales in Colorado and Wyoming 
were good during May. Denver reported that more peo- 
ple are gainfully employed and all merchants are opti- 
mistic for a good summer business. . . . Greeley, Colo., 
reported that there was sufficient moisture for good crop 
conditions; however, the trend of retail business during 
the summer is going to depend on crop prices. Cheyenne, 


Wyo., reported increases in credit sales in time-payment 
lines, with the soldiers’ bonus still an important factor. 

Lewiston, Ida., reported increased collections and 
credit sales due to an improvement in employment as 
well as better prices for farm products. An increase in 
employment, better crops and better prices for same were 
given as the reasons for the increases in collections and 
credit sales for all cities reporting in California. 

London, Ont., reported a decrease of 15 per cent in 
collections due to inclement weather, while Victoria, B. 
C., reported an increase of 15 per cent due to larger em- 
ployment in the “up-island” logging industry and earlier 
tourist business. Credit sales, however, improved con- 
siderably in both cities. 

“Der 


Department Store Group Proceedings 
Ready Soon 


The Department Store Group Proceedings from the 
Omaha Convention will be ready for delivery early in 
August. Since most of the discussions centered around 
the selling of “soft lines” of merchandise on deferred pay- 
ment plans, it will contain the latest thought on this sub- 
ject. 

The principal addresses of the Convention will also be 
included. Price, $2.00; order from the National Office. 











Comparative Reports --By Cities -- May, 1936, vs. May, 1935 















































Increase -, Increase Increase -. Increase 
District and City eo District and City — es a 
sate Decrease €$ Decrease Decrease Decrease 
. Augusta, Me Fair No chg. Fair + 5.0 7. Cedar Rapids, Ia. Good + 23 Good  +13.0 
Lewiston, Me. Good + 2.0 Good +°3.0 Davenport, la. Good + 6.0 Good +22.9 
Worcester, Mass. Fair icin. Fair Wis Sioux City, Ia. Good 5.0 Good + 4.0 
Manchester, N. H. Fair + 5.0 Fair +10.0 St. Paul, Minn. Fair = 23 Good + 8.0 
Providence, R. I. Fair — 2.0 Fair + 6 Lincoln, Neb. Fair — 1.6 Good +37.8 
Average Fair + 1.2 Fair + 4.6 Omaha, Neb. Fair + 4.5 Good + 4,5 
; : : . _ Average Fair + 2.3 Good __+15.0 
' slag gay ¥. wierd ‘ aa sed ee 8. Las Cruces, N. M. Slow —10.0 Fair —10.0 
tage gla Good nan Good  +20.0 Tulsa, Okla. Fair ~ 22 Good +31.0 
, . . x “av.  -_ e 9 s 
Pittsburgh, Pa. Good + $8.5 Good + 9.0 Vinita, Okla. Good a Good by 
Reading, Pa Good + 50 Good  +10.0 Amarillo, Tex. Good 10.3 Good _ +12.7 
Uniontown, Pa. Good  +10.0 Good +15.0 Austin, Tex. Good - 8 Good +220 
Mashde Geet + 43 Good +124 Borger, Tex. Good 20.0 Good _+20.0 
g J : Breckenridge, Tex. Fair re Good +15.0 
. Charleston, W. Va. Good + 2.0 Good +19.4 Fort Worth, Tex. Good + 6.6 Good = +23.3 
Clarksburg, W. Va. Fair + 5.0 Good + 7.0 acai ag ser +10.9 — +13.3 
, Good + 3.5 Good +13.4 ampa, lex. 00 - a 00 a 
~— a os Waco, Tex. Good +. Good ae 
. Birmingham, Ala. Fair - § Fair + a Average Good + 6.2 Good +14.1 
Fort Lauderdale, Fla. Good +20.0 Good _+30.0 9.C City, Col Fai +20 “a ama 
Charleston, S. C. Fair No. chg. Good +15.0 ee” — <a mae so 
Average Good + 6.6 Good +151 Greeley, Colo. Good Pans Good 15.5 
7 . : ° =~ 3: Good 412.1 Salt Lake City, Utah Good + 3.0 Good + 3.5 
“tae sea aig — * ba Staal +10.0 Cheyenne, Wyo. Fair + 5.0 Fair +10.0 
Paducah, Ky. Fair + 6.0 Good +34.0 Torrington, Wyo. Fair +10.0 Fair +10.0 
Joplin, Mo. Good +... Fair + 5.0 Average Good + 8.1 Good +11.3 
St. Louis, Mo. Good Nochg. Good +15.0 10. Lewiston, Ida. Good +75 Good +10.0 
Average Fair + 1.6 Good +15.2 Kelso, Wash. Good + 7.0 Good +10.0 
ao Fair + 5.0 Good +303 Walla Walla, Wash. Good +30.0 Good +69.6 
Joliet, Ill. Ged +50 Good +58 Average __ Good _ _+148 Good __+29.9 
Peoria, Il. Slow a 9 Gea +... 11. El Centro, Calif. Fair +10.0 Good +10.0 
Evansville, Ind. xood +32 Good +26.0 San Diego, Calif. Fair +10.0 Fair +12.0 
Bay City, Mich. Fair + 1.0 Good + 2.0 San ner = Good + 1 Good + 6.5 
Detroit, Mich. Good + 29 Good +21.1 Oakland, Calif. , d+ 
Grand Rapids, Mich. Good + 3.0 Good +20.0 San Jose, Calif. : Fair — 5.0 Goo 7.0 
Mount Clemens, Mich. Good + 8.0 Good + 9.0 Santa Barbara, Calif. Good + 4.0 Good + 8.0 
Port Huron, Mich. Good +10.0 Good + 8.0 Average Fair + 3.2 Good + 73 
Cincinnati, Ohio Good + 4.2 Good +16.8 12. London, Ont. Slow —16.0 Good  +10.0 
Toledo, Ohio Good +10.0 Good  +20.0 Victoria, B. C. Good +15.0 Good +15.0 
Average Good + 4.4 Good +144 Average Fair - § Good +12.5 
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Profitable Deferred Payment Business 


Extracts from 
an address deliv- 
ered at the 
Twenty - Third 
Annual Conven- 
tion of the Na- 
tional Retail 
Credit Associa- 
tion at Omaha, 
Neb., June 19, 
1936. 


HAT installment or deferred payment business is 

a profitable enterprise will be accepted without 

question. If it were not profitable thousands of 
furniture stores, clothing, and jewelry houses, musical 
and radio shops, and several hundred finance companies 
would be out of business. 

The estimated fact that over six billions of dollars’ 
worth of merchandise and automobiles was sold on in- 
stallment terms in the United States during 1935 is 
ample evidence that there has been, and still exists, a 
demand for merchandise which can be purchased for im- 
mediate delivery and paid for out of future income. 

Before proceeding on the subject assigned to me, I 
would like to be permitted to classify installment selling 
into two groups: 





1. Goods sold by an establishment on time payments 
wherein the cost of credit—that is, all the expense of the 
acquisition and collection of the account, together with 
the “reserve for bad debt losses”’—is included in the 
mark-up and concealed in the advertised selling price. 

2. Goods sold on a cash price basis with a definite 
added percentage of carrying charge for the privilege of 
time payments, such as is the practice in department 
stores, garment and fur shops, etc. 

With the first classification I have not had any ex- 
perience and am therefore not qualified to speak thereof ; 
so with your kind indulgence, all of our consideration 
will be given to Profitable Deferred Payment Business in 
a department store or similar establishment. 

Selling hard merchandise such as furniture, rugs, do- 
mestic appliances, pianos, etc., on an installment credit 
basis, known as deferred payment, budget plan, or some 
other name, in department stores, has been a profitable 
sales volume producer for the past 75 years, because the 
down payment and time extension of payments were con- 
trolled by the rate of depreciation on the articles in ques- 
tion. The credit executive kept in mind, always, that 
the unpaid balance on a contract account should not 
exceed the resale value of such articles. By this method 
of credit control, credit costs and losses were small and 
the carrying charges have been ample to absorb them. 

Let us at this point reminisce a bit and consider some 
of the older successful plans of installment selling. On 
first thought one might think of installment selling as 
beginning some time within the last twenty-five years. 
Yet we should know that its beginning lies much farther 
back—at least as far back as the beginning of the 19th 
century—when insurance companies broke up their an- 
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By GORDON W. FISCHER 
Credit Manager, Tuttle & Clark, Detroit, Mich. 


nual premiums into weekly installments. It -was this 
partial payment plan which saved hundreds of the other- 
wise inevitable cancellations of policies in Civil War and 
postwar days. 


In 1875, the purchase of the piano on installment terms 
became possible, with the organ. as the down payment. 

In 1880, the White and Singer sewing machine com- 
panies offered installment contracts with $10.00 down 
payment and $1.00-per-week payments for 40 weeks. 
This I believe marks the beginning of mass production, 
the partial payment plan making these then considered 
luxuries possible to a greater number of homes. 

In 1890 came the furniture boom, with furniture sold 
on the idea of “You furnish the girl, we furnish the 
home.” 

In 1893, the water power washing machine sold on 
installments meant a lessening of the heaviest drudgery 
for women in many homes. 

Coming from the “motor capital” of the world, I 
cannot overlook the next big step in installment selling. 
Automobile financing, beginning in 1914, furnished the 
big push to installment selling. From the success of 
automobile financing, popular demand has created install- 
ment selling of refrigerators, radios, jewelry, and almost 
every article of size. Even today many other lines of 
merchandise are either being sold on terms or, are being 
considered as a sales volume builder. 

I have led you through this lengthy period, to impress 
you with the thought that not only is installment selling 
profitable to the merchant, but it is definitely a boon to 
the community in general as well. I have the privilege 
of representing an organization which might be classed 
as a semi-department store. 

As a definite means of illustrating that installment sell- 
ing is profitable permit me to give our experience with 
this type of account. Since the beginning of 1929, we 
have sold furniture, lamps, dishes, silver, and other hard 
lines of merchandise on installment terms. A minimum 
down payment of 20 per cent of the purchase price is re- 
quired, and the maximum extension of time for payment 
of the balance is twelve months. Interest is charged on 
all accounts after 90 days, being 1% of 1 per cent per 
month. 

During these past six years our installment sales have 
represented approximately 11 per cent of our total sales 
volume. We have maintained an average collection per- 
centage of slightly better than 25 per cent on this type of 
account, or a complete turnover every four months. Re- 
possessions have been in number Jess than 10, and losses 
have been so insignificant that the carrying charges earned 
over this period of time have totaled more than thirty 
times the amount lost. This condition does not only 
exist at our store, but probably is the experience of many 
retailers both large and small. 

Most every credit manager knows that the success of 
installment selling lies in its control. Over-optimism is, 
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has been, and always will-be, the curse of installment 
selling. To maintain a profit, then, it behooves every 
credit man and woman to be a close student of the pros- 
pective economic situation in his or her community. 
Many credit managers, in my opinion, have always been 
afflicted with this over-optimism to a more or less degree. 

Let us have a rise in prosperity and immediately our 
vigilance on credit qualification lessens, the enforcement 
of credit terms lightens and down go our collection per- 
centages. We are all hoping that employment will con- 
tinue and we take a chance that collection ratios will be 
maintained. But we don’t know! We don’t study 
enough. We don’t keep our finger on the pulse of na- 
tional affairs sufficiently to comprehend what the future 
holds for us. Take the years of 1935 and 1936 for in- 
stance: All of us in the retail field have enjoyed much 
better business, and collection percentages have been (and 
will be) higher than we have experienced for a long 
time. We hope they will continue so we are willing to 
accept the pledge of the earning power and paying 
capacity of the future, in exchange for our merchandise 
of the present, by the present method of installment sell- 
ing. But—do we overlook the fact that 1935 and 1936 
have been exceptional years because they have been the 
first real business years since 1930? 


Reemployment of millions of workers in industry, com- 
merce, and the artificial stimulus of governmental spend- 
ing in agricultural and other projects have been respon- 
sible for some of the increased present purchasing power. 
The payment of the soldier’s bonus will further ac- 
celerate it. -But what about 1937 and 1938? What do 
they hold for us? Can we continue to profit from in- 
stallment selling? Let us consider a few facts. 

The years of 1935 and 1936 have benefited in pur- 
chasing power from increased farm income, investment 
income, soil conservation, security prices in a bull market, 
automobile production, and governmental projects. In 
1937, however, with economy in government being one 
of the major issues of the campaign, it is highly probable 
that effectual retrenchment will be undertaken: 

(a) Benefits under the soil conservation and farm 
program will be less generous because the election will 
be over (no further need to influence votes). 

(b) The soldiers’ bonus will have been paid and prob- 
ably spent to pay old obligations or buy new necessities. 

(c) Bull stock markets do not continue forever as the 
present curve shows, and we may suffer a setback. 

(d) The social security program calls for higher taxes 
and the tendency will be to decrease employment by the 
installation of machinery to eliminate man-hours and 
pay rolls, to avoid the tax. 

(e) The present long-term, low-interest financing of 
motor cars and trucks is overstocking the used-car 
market and that, coupled with the increased motor pro- 
duction of 1935 and 1936 which has satisfied the replace- 
ment demand to no small extent, may decrease 1937-38 
auto production materially. Therefore, to maintain a 
profit in future installment selling, two very important 
elements are given for your consideration. 

First: Credit control, as always, must dominate the 
selling of merchandise on the promise to pay out of 
future earnings. 

Second: Credit Managers, to be worthy of command- 
ing that control, shall have to take a more active interest 
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in the present (and future) economic trends, in the na- 
tional as well as their local situation, if they are going to 
be able to predict the future purchasing power, and pay- 
ing capacity, of their customers, both of which are neces- 
sary to insure a retailer’s profit from the sale of mer- 
chandise on the installment plan. 


“or 
New Offficers and Directors 


The Twenty-Third Annual Convention, at Omaha, 
elected the following officers: 

President, Edward K. Barnes, First National Bank, 
Spokane, Wash.; First Vice-President, J. Gordon Ross, 
Rochester Gas & Electric Corp., Rochester, N. Y.; and 
Second Vice-President, F. Gordon Clegg, The R. J. 
Devlin Co., Ltd., Ottawa (Ont.), Canada. 

The following directors, elected by their respective dis- 
tricts, were ratified by the Convention: 


1. Fred R. Cooksey, Hill & Welch Co., Lynn, Mass. 

2. R. F. Myers, The Wallace Co., Schenectady, N. Y. 

3. J. M. Clyatt, J. P. Allen & Co., Atlanta, Ga. 

4. Louis Selig, Rosenfield D. G. Co., Baton Rouge, La. 

5. J. G. Ost, The Cowell & Hubbard Co., Cleveland, 
Ohio. 

6. B. F. Collins, Warner Hdwe. Co., Minneapolis, 


Minn. 

7. E. F. Horner, Kline’s, Inc., St. Louis, Mo. 

8. Marley Styner, John L. Wortham & Son, Houston, 
Tex. 

9. H. P. Earl, Utah Power & Light Co., Salt Lake 
City, Utah. 

10. Grant C. Braman, Bedell Co., Portland, Ore. 

11. S. E. Edgerton, Broadway Dept. Store, Los Angeles, 
Calif., and H. Price Webb, San Jose, Calif. 

12. W. S. Hull, The Hecht Co., Baltimore, Md. 

13. Erwin Kant, Ed. Schuster & Co., Inc., Milwaukee, 
Wis. 


Four directors-at-large were elected: Franklin Black- 
stone, Frank & Seder, Pittsburgh, Pa.; M. B. Silverson, 
The Landres Co., Memphis, Tenn.; Walter E. Baab, 
Stern Brothers, New York, N. Y.; and Giles F. Foley, 
Denver National Bank, Denver, Colo. 

Giles C. Driver, retiring president, automatically be- 
comes a director for the ensuing year. 

L. S. Crowder was re-appointed General Manager- 
Treasurer and Arthur H. Hert, Secretary. They, with 
Chas. M. Reed, President, and Guy H. Hulse, General 
Manager, of the National Consumer Credit Reporting 
Corporation, complete the Board. 

er 
James Wilson Celebrates 50th Year 
With Firm 

James Wilson, Credit Manager, Denholm & McKay 
Company, Worcester, Mass., and “dean of retail credit 
granters,” on June 19 rounded out his fiftieth year with 
his firm. He was the guest of honor at a testimonial 
dinner given by the Associated Retail Credit Men of 
Worcester. At the same time, he was presented with a spe- 
cially inscribed fountain-pen desk set by the Association, 
a bridge lamp by the store buyers, and a large anniversary 
cake by the store employees. President Frank A. Krim 
of the Denholm & McKay Co., personally presented a 
silver service to Mr. and Mrs. Wilson. 
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The Retail Credit Study for 1935 


By EDWARD L. LLOYD* 


Chief, Market Data Section, Marketing Research Division, Bureau of Foreign and 
Domestic Commerce, U. S. Department of Commerce 


T LONG has been an accepted fact that a man’s 

judgment is limited very largely by the horizon of 

his own information. The extent to which any busi- 
ness organization will succeed during the present decade 
will depend on the wise judgment of that organization’s 
executives. And this applies to the small business con- 
cern just as well as to the large business concern. Not 
only must the business leaders have precise and timely 
knowledge as to operations,. methods, prices, costs, and 
trends in his own immediate field, but he must keep close 
tab on the activities and trends in other businesses operat- 
ing under similar conditions. 

The business man of today in order to succeed must 
“keep abreast of business’’ in all its various phases. One 
instance of trusting to his own intuition or depending on 
the vague hope that he will get the breaks may result in 
a setback which will ultimately find him a petitioner for 
a discharge in bankruptcy. To avoid such a situation he 
must substitute “fact” for “hunch,” thus attacking his 
problem from a factual standpoint in so far as. possible. 

What has just been said applies equally well to you 
as credit executives. Credit constitutes extremely large 
proportions of the total sales of retailers, wholesalers and 
manufacturers and unless every attempt is made to regu- 
late its administration, trouble inevitably follows. Seri- 
ous disorders in the economic system brought about by 
the maladministration of credit can be avoided only by 
the credit managers’ intelligent following of trends in 
credit methods and practices. 

Your approach to the problem of keeping credit-grant- 
ing on a sound basis might be termed a logico-scientific 
one. This term implies that the approach to every credit 
problem should be reasonable, logical, and based upon 
facts. Before discussing the Retail Credit Surveys of 
the Bureau of Foreign and Domestic Commerce as one 
source of facts, I should like to refer to your own day- 
by-day experiences, and research activities of the National 
Retail Credit Association in that they constitute ex- 
tremely important sources of information. 

From your experience in granting credit you know to 
what degree certain principles of credit management are 
operative in your particular field. You find out the rela- 
tive importance of the “three C’s”; Capital, Capacity, 
and Character. To these you have added the “C” of 
comprehension of business conditions and credit practices 
and the “C” of cooperation with your customers and 
trade associations.. You know what ratios are the more 
significant and why. You also know upon whom to de- 
pend for credit information that is reliable and usable 
as well as those sources from which information is of no 
value whatever. 

This experience, which can only be secured on the job, 
is a necessary and a valuable one, dut if you are to in- 

*An address before the Twenty-Third Annual Convention, 


National Retail Credit Association, Omaha, Neb., June 16-19, 
1936. 
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crease the value of this experience you must coordinate 
it with all the factual information that can be gleaned 
from other sources. One of these sources is your local 
and national credit association meetings. Here you have 
the opportunity of interchanging information, giving and 
receiving something of practical value to each of you. 
This information as a rule is that which is common to 
your job and in which most of you are interested. 

Association activities are a fruitful source of ideas, in 
personal contact, and in statistical studies and their 
analyses. Current information collected by your re- 
search department and published in the monthly issues of 
The Crepir Wor Lp on trends of sales and collections on 
accounts receivables provides worth-while aids in planning 
sales campaigns and increasing the rate of collection 
efficiency. Marked changes in various forms of activity 
for some sections of the country as indicated by these data 
form the basis for your making necessary changes in 
credit policy. 

The next source of information, and one in which I 
am naturally interested, is the federal government. Our 
activities can probably be best illustrated by calling your 
attention to the studies that are conducted by the Bureau 
in the retail credit field. 

At the request of your association, the Bureau of For- 
eign and Domestic Commerce first addressed itself in 
1928 to the problem of collecting and analyzing data in 
the field of retail credit. 

The first study was a nation-wide survey covering the 
years 1925, 1926, and 1927. This initial report revealed 
many opportunities for the reduction of waste and the 
increasing of efficiency in distribution in the field of 
credit. For example, the study showed: where a high 
percentage of returned merchandise existed; where col- 
lections on accounts receivable were slow; where soft 
credit was resulting in frozen credit; that bad-debt losses 
were proportionately less for establishments using credit 
bureaus; and many other facts of importance to you credit 
men. 

Upon the completion of this survey the Department 
was requested to collect this information on a regular 
basis. While unable at that time to undertake this work 
on an extensive scale, the Department found it possible 
to comply with the request by collecting, semiannually, 
credit information for six types of stores in twenty-nine 
cities. 

Eight reports were published on this basis, each dis- 
closing important information. For example, the report 
covering the period from January to June, 1930, revealed 
that despite decreased business activity during the first 
half of 1930, there were no disturbing changes in retail 
credit conditions. Collection percentages had decreased 
but little and bad-debt losses had increased only slightly 
during 1930. 

Succeeding reports, while showing a steady decline in 
these adverse trends, indicated, nevertheless, that retail 
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credit withstood the test of business recession in a satis- 
factory manner. As an explanation of the comparatively 
stabilized credit conditions that existed from 1930 
through 1933, it has been suggested that credit managers 
acquainted with facts revealed by the study of credit con- 
ditions, adapted themselves to the situation and became 
increasingly efficient. 

As a result of this efficiency, collection percentages were 
kept higher, bad-debt losses lower, and returned mer- 
chandise percentages smaller than they would otherwise 
have been. 

The report on retail credit conditions for 1935, which 
will be released shortly, is a continuation of this series, 
but on an annual basis. The scope of the report has been 
broadened with this issue to include a greater variety of 
retail trade as well as a larger geographical representa- 
tion. Data are presented for fourteen kinds of retail 
trade and for eighty-eight cities. 

Usable reports which were submitted by 1,612 credit- 
granting institutions indicate considerable improvement in 
both retail sales and credit conditions during the year 
1935. ‘The total net sales of the 1,566 retail stores fur- 
nishing this information and reporting more than a 
billion and a quarter dollars’ sales, increased 8 per cent 
in 1935 over 1934. 

Largest sales gains were made by automobile dealers, 
furniture stores, and lumber and building material deal- 
ers. A large share of this increase was reported in install- 
ment and open-credit sales. In 1935, installment sales 
for all stores reporting increased approximately 19 per 
cent, while open-credit sales increased slightly more than 
9 per cent, and cash sales registered an increase of about 
3 per cent over the previous year. These facts strongly 
indicate that credit granting had an unusual stimulating 
effect upon increased sales volume in 1935. 


In analyzing the ratio of credit sales, that is, both 
open credit and installment sales combined, to total net 
sales, we find that this ratio increased in all but two of 
the fourteen kinds of business reporting in the study. 
The percentage of total sales made on a cash basis de- 
creased from 43 per cent in 1934 to 41 per cent in 1935. 
Open-credit sales increased from 46 per cent to 47 per 
cent, and installment sales increased from 11 per cent to 
12 per cent. 

It is important to note that although the amount of 
goods sold on credit increased, payments on both open 
credit and installment accounts receivable were made 
more promptly in 1935 than in 1934. This improvement 
represents a continuation of a trend noted for the last six 
months of 1933 and continuing through 1934 and 1935. 
The ratios of collections to receivables for this period 
reveal increases over the ratios for the corresponding 
periods and reverse the previous downward trend from 
early 1930. The average monthly figures for the year 
1935 show collections of 46 per cent on open accounts as 
compared with 44 per cent for 1934, and 15 per cent on 
installment accounts, as compared with 14 per cent. 

It is particularly significant that in 1935 payments on 
accounts receivable were made in a much shorter period 
of time. Open-credit accounts receivable were outstand- 
ing, on the average, 65 days in 1935, which was four days 
less than was reported for 1934. While installment ac- 
counts were reported as outstanding seven months in 
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1934, this was reduced to 614 months during the past 
year. This decrease in the number of days which ac- 
counts were outstanding, that is, the average length of 
time the retailers’ dollars were tied up in their accounts 
receivable, is quite significant from the standpoint of cost 
reduction to the merchant. 

Decreasing the length of time during which accounts 
receivable are outstanding results in the employment of 
less capital, with consequent lower interest cost, decreasing 
the number and amount of accounts which turn into bad 
debts, lessening of bookkeeping and collection costs and 
strengthening the financial position of the retailer. This 
situation favors sales volume by keeping customers open 
to buy. 

This decrease in the number of days an account was 
outstanding, combined with a reduction in bad-debt losses, 
further accentuates the safeguards in credit granting 
that have been exercised during a period of increasing 
sales. The bad-debt loss percentage on open-credit sales 
for those stores represented was almost one-half the ratio 
for 1934; the percentage loss being six-tenths of 1 per 
cent in 1935 as compared with 1 per cent the previous 
year. On installment credit sales the bad-debt loss per- 
centage decreased to 1% per cent from 249 per cent. 
This represents a continuation of the improvement noted 
during 1934 in that the 1935 open-credit loss ratio is 
one-fourth of the 1933 ratio and the installment ratio for 
1935 is about one-third of the 1933 ratio. 

Striking changes during 1935 are revealed by classify- 
ing credit loss percentages of individual stores according 
to size of loss. Considering all stores reporting, 549 had 
individual open-credit loss percentages of five-tenths of 
1 per cent or less for the year 1935 as compared with only 
448 having such low figures for the year 1934. The 
stores which kept their loss ratios below 1 per cent also 
were greater in number in 1935 than in 1934, 757 for 
the year 1935 in comparison with 653 for the previous 
year. 

In passing, it is interesting to note that the number of 
stores having individual open-credit loss ratios in excess 
of the average was 16 per cent greater than the number 
of stores with loss ratios less than the average, whereas 
an opposite situation prevailed in the matter of install- 
ment credit loss ratios. This tends to show that the 
large stores have smaller bad-debt ratios on open accounts 
than small stores, but that on installment accounts the 
larger stores had larger loss ratios as well as larger losses 
than the small stores. 

For the first time in the retail credit studies, figures 
were obtained on the extent to which customers’ accounts 
with retailers were overdue. Retailers were asked in 
this study to furnish the amount of open and of install- 
ment accounts receivable outstanding on December 31 
for each of the years, 1934 and 1935, and the portion of 
these accounts that were overdue three months or more. 
While no specific instructions were furnished retailers in 
determining when an account became overdue, it is as- 
sumed that the non-payment of an account during the 
regular payment period caused it to be classified as an 
overdue account and reported as such in the study if 
owing three months or more. 

On open accounts the portion overdue at the end of 
1935 was somewhat lower than for 1934, the figures be- 

(Continued on page 32.) 
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DEPARTMENT STORES DEPARTMENT STORES WOMEN’S SPECIALTY FURNITURE STORES Y : 
VDE ~RICT (Open Accounts) (Installment Accounts) STORES (Installment Accounts) 7 
aiD _— i 
CITY 1936 1935 1936 1935 1936 1935 1936 1935 
AV.| HI. | LO.}| AV.| HI.| LO.] AV. | HI. | LO.] AV.| HI] Lo.] Av.| HI} Lo.] av.| HL] Lo.f av.| | to.] av.| aL | to. LO. | A 
Boston, Mass. 51.3|66.0/42.3}52.1 |66.8/41.3 $13.8 |20.8 12.3 115.7 [20.0 115.4 154.7 |58.0/42.4|53.0|60.0 43.77 —| —| —}] —| —] — 0 |57.1 45! 
Providence, R. I. 45.3 |52.5 144.8 1474 |57.5 144.7 — — — _— —|--— — — — — — — — — — - — —ig-| —- 

| Lynn, Mass. 49.4 51.0 |39.4]44.0/51.0/390} — | —}| —]|] —| —| —] —]}] —| —] —] —] — Jit }14.7 [10.0 }10.5 116.7 lool ais) — 
Springfield, Mass. 545 |60.7 |50.3 |51.5/59 4/46.5]20.7 |31.7 10.5 }18.3 |28.2/11.5 }54.8/56.6 |51.5 151.0|54.3/478] — | —| —]}] —| —| -—]f-] — 
Worcester, Mass. 46.1 |51.1 |44.5 [43.7 |48.2 4264214 |22.2/20.7 [21.2 |224/19.8 134.0 |41.3|24.6131.8/39.8\239) —| —| —}| —} —| —]§-| — 
New York City 48.7 62.5 |40.1 148.2 |63.1 |36.4 $19.1 (21.0 12.5 [18.7 | 24.3 11.7 142 4 |55.8 (34.4 | 48.1 /54.8/33.7] —| —| —] — late! —Tho! — 
Pittsburgh, Pa. 49.2|51.9 |43.4/47.7 |49.9 43.4 118.6 (26.3 114.2116.7 |21.3|1 1.2 48.8 |53.6 |41.31478 (54.7 415} —| —| —| —| —| —Iebril63.215 

2 Reading, Pa. 51.2 /53.5 /46.5}51.2|53.2/395} — 169) — | — |164) — | — |43.0| — | — |450 —{il.2] —| —We] = _ 
Syracuse, N. Y. 40.6 | 434 |35.0 |38.1 45.8 |34.7 [17.5 |207 |16.4 118.4 | 20.6|16.3 144.9 |47.7 |42.2147.3|48.3|46.2) — -|— —-| —| —|g-| 
Utica, N. Y.° —|—|—]| — 398; —}| —| —| —] —| —] —] -—]| —] — ]41.1/72.0/36.27 — — | — [11.4 |14.0) 89} g-| — 
Washington, D.C. [41.4/50.5/34.2/41.2/52.1/35.0}12.4/13.4 |11. 5113 1/14.2/11.6 —| — |43.2/442/42 2] —| —| —] -—| —]| -T¥- 

3 Huntington, W. Va. |57.0/60.8/53.2/57.5 |61.3/53.615.9/23.4,85 | —|87/ — | — |287| —] — |305| —] —/ 99 ~ — |103 | —|g-| 
Baltimore, Md. 41.4 |47.2|35.2 142 .2)50.6 |34.1}13.7 |22.6| 5.6 |14.6/24.6| 6.8 141.1/42.5|38.9/41.6|435/398) — | —| —| —| — | _|§- | — 
Birmingham, Ala. [44.9/47.8/42.1 |45.0|48.4 /37.9 [21.4 |23.1|19.5 [16.3 /18.8 |12.9 | 43.0 |45.0/41.0 |48.0/50.0 (46.0 113.0 [14.0 /12.4]12.5/13.6|ll0/a— | — 

4 Atlanta, Ga. 39.3 |40.0|38.7 |36.8|37.3|36.314.4 (15.8 |13.0}15.0/15.1 14.9 [35.3/35.7 |35.0]37.7 |38.0/37.5 112.5 12.7 112.3 11.0 11.4 |10.6} 7.0 
Kansas City, Mo.” — | —]| — [643/785 /459} —| —| —] — |246) —]| —| —]| — ]505/55.8/460] —| —| —] —] —]T -—TH-][ — 

5 St. Louis, Mo. 54.6 |63.5 |47.8 |52.6/60.2 |48.0 [20.7 |26.0 | 18.5 |19.0 |24.9 |15.8 142.8/49.0 [34.7 |44.3|496 |38.8 111.8 115.8 | 9.7 JV 1.5)17.5 | 8.0 }9890 |55.0]5 
Little Rock, Ark? —| —| — ]38.3/43.5/33.2] —| —}] — [2.806 } —| —}] —]}] — 1351) — | — — | — |11.2}12.7|100 = | — }4 
Cleveland, O. 47.0 [50.8 |42 9147.9 |53.2 (43.1 919.9 |33.1 |12.9 119.4 |28.8 |15.4 140.5 [44.0 35.5 141.1 /42.4/36.7111.5 13.3| 9.6 ]10.8/11.8/ 96 2130.0 [3 
Cincinnati, O. 50.1 |55.8|45.4 149.1 |51.8|43.7 116.9 |20.6/14.2 116.2 |20.0|13.8 150.7 |62.7 |43.4|44.9|65.9/400} —| —| — -|/—|]- 0 /39.6]§ 
Columbus, O. 43.8 |52.5 43.6 |46.0 51.3 |45.6 913.9 | 15.0 [12.7 [13.5 [14.2 |12.7 144.6 55.2 |43.1146.5|55.2/44.5 115.0 /38.0 112.7 114.2/36.0 2.7/8 -— | — 
Toledo, O. 44 2|54.4/43.9145.3|53.0/44.9 19.9 |20.0|18.7 ]17.3|17.9 |16.9 ]45.8/51.7 140.0 147.2 |50.8 143.5 114.4/18.0 10.9 114.2/20.4| 8.0 \pi2 [31.0 | 

6 Youngstown, O. 45.3 |45.9 |44.7 146.2 |46.6 |45.7 [15.5 |17.6 |13.3 |16.9 117.7 116.0} — | — | — 1367 141.2|32.1}19.4 |21.7 |17.0 15.2 }16.1 |14.21;@15) — 
Detroit, Mich. 57.0 |66.2 |42 9157.4 |69.0 |44.4 }23.3/25.2|22.0}24.1/30.1 |19.4 }51.2 |53.6|48.7 155.2|58.0/528) —| —| —| —| — | —]f20] — |e 
Grand Rapids, Mich. 144.2/45.6 |43.2/41.5/47.8/36.5] — | —| —| —| — | — ][49.2|73.5/32.0|50.4 |66.5|35.0 116.7 |22.1| 9.5 115.7/21.1/801/8—| — 
Milwaukee, Wis. 48.6 |59.3 |43.7 148.3 51.3 }42.0 119.5 |22.0|16.9 }18.4 /18.8 |17.6 | — |53.0| — | — |53.0| — -|—|—-}|]-|-|] - 6 |27.3 }4 
Springfield, Il. 29.8 /41.7| 6.0 131.5}408)168} — | — | — | —| —]| — 930.2/31.3/29.0]31.1/32.2/30.0 119.9 |25.5 115.3 120.6 |28.9 114.9 13Mr.0 129.6 |; 
Duluth, Minn. 46.8 /49.6/44.0 146.1 [51.5 /40.8 120.8 /21.9|19.7 ]20.9/21.3/20.5 147.6 |56.7 |47.0/54.6163.7/455) —|—|—|—|—|—lg—-| —| 
St. Paul, Minn. 52.4 |60.6 |45.6 /55.6 |59.7/510} — | — | — | —| —| — [41.0|48.0|30.0]47.8/49.7/460} — | —| —| —| —]| -]@-]} — 
Minneapolis, Minn. 164.9 /66.3/61.1/63.9/68.6 /60.2]18.1 (22.1 /!2.8]18 8|25.3)12.9] — (57.9) — |57.8/59.3/559) — | —| —] —] —] —]@-)| — 

, Davenport, la. 50.9 |52.1/49.7/53.5/55.8/51.2 915.7 [16.2 |15.1 |16.6 |17.4/15.8} — |494) —] — 466) —} —| —| —] —| —] —] Mo} — 
Cedar Rapids, Ia. [59.5 |63.4 |48.4 [58.8 |60.1 |51.1 118.8 |19.2 18.5 |21.2\221/204) —| —| —}] —| —| —} —/} —|] —] —|] ~—] —]@-]} — 
Sioux City, Ia. 42.5 46.1 |39.0 143.0 45.1 141.0 718.5 |22.0/15.2 115.4 16.8 14.0] — |360| — | — j430) —} —| —| —] —]} —]} —-]g-| — 
Omaha, Neb. — |47.6| — }48.1/50.0|4637) — |145| — | — |15.0| — ]41.9|44.0/37.4/41.9|45.0/380} — | —| —] —]| —] —]g-)} — 
North Piatte, Neb? —| —]| — [470/52.4|41.6] — | —| — 1164 |18.6)14.2] — | —| — ]497\$0.1 494] — | —| — fi.gh2a7h2ag—| — 

g Tulsa, Okla. 56.0 |66.5 |52.4/55.0/65.5 |43.4915.5 |16.0 |15.0 ]14.9|16.0/13.9} — |43.6) —] — |47.9| —}— —| —| —] —] —] —]§-] — 
San Antonio, Tex. 444 |487 |40.0/42.9|45.0 |38.0 $13.0 |14.0 12.0 }13.8 |15.7 |12.0 150.6 |53.5 |49.7 146.7 149.7 |44.6110.2 10.6/9.8 18.5 | 9.0/7.8 -) — 
Denver, Colo. 45.3/46.8 | 43.3 |44.0|55.8 |42.2715.0 |16.0 |13.8 [14.3 |20.3 [10.3 143.8 144.4 143.3 |46.0/48.1/44.0] 98 10.4] 9.1 110.3 11141921833) — 

9 Salt Lake City, Utah [57.5 |73.2/51.6]54.5) 61.6 |51.2)22.3/27.3/16.5117.4/22.7/13.1}, —| —| —] —| —| —~}J —}] —} —] —] —] —]@-| — 
Casper, Wyo. — 1006 — | — (996) — | —| —| —| —| —}| —J —| —| -—] -—|-—|] -—I -—| —| —I -—] —] -—H#e-] - 
Portland, Ore. 39.7 |72.4 |32.4 | 38.6 |68.2|34.0 [16.7 |18.0 |12.9 17.0 |17.9 |12.3}43.0/44.3|36.2143.0/50.0|36.0] —| —| —] —| —]| — B5.3 

10 Spokane, Wash. 55.0 /61.1/49.0)51.8 /55.1 |48.7 [14.3 [15.4 |13.2 114.8 | 16.0 |13.5 [39.2/48.5 |29.9/39.5/49.0/30.0] — | —| —] —| — | — [2Ri7 20.44 
Tacoma, Wash. 42.6 |50.6 |41.7 143.4 (58.3 (41.2915.3 |16.3 |14.1 113.6 |15.3 13.1] —| —| —| —| —| —] —}145] —] — liao] —]@-| — 
eter yee 45.2 |52.9|34.5 146.8 |54.3|32.8) 18.7 32.7 |15 1119.1 |33.2/15.8 ]37.6 |52 6 /29.8 138.2/49.6 131.4 }12.5/24.2110.7 115.2 (20911021 4—| — 

Loe Angeles, Calif. 160.6) 63.8 |51.9 /61.0/63.2 |52.9 119.5 |25.8 |14.7 |20.8/24.0 |17.3 [55.2 |59.9 |50.1 1574 |64.4/53.4) —| —| —] —| —| -—]@-] — 
Santa Barbara, Calif. [48.4 |54.2|43.8/42.4|53.7|35.4] — | —| —]}| —| —| — [68.8/82.0/55.1/58.6/62.5/51.3] —| —| —}] —| —| —]@-| — 
Ottawa, Ont. 37.7 |49.1 |30.0 [37.8 |46.2 /30.0 $13.8 [14.2 [13.5 [14.4 |15.1 |13.8 [29.0 /31.2 |25.5 124.0 |29.0/220110.2 11.2/ 8.1 110.6112.4/83|4—| — 

12 Vantouver, B. C. 65.0 |68.7 |61.3 |62.0 68.9 |56.2 [27.1 |29.7 |24.6/23.2/23.3/23.1] — (59.0) — |55.5/71.0/400} —| —| —] — l168)] — oe; — 
Victoria, B. C. 58.2 /59.5 |57.0 |55.8/56.1 |55.5 $23.7 |28.0/19.5 }25.1/280)22.2] — |55.7; — | —|497; —}] —| —| —] —] —| -—]@-| — 
© 1936 figures not received at press time 2Laundry 4Plumbing ®Paper and Paint 8Cleaning and Dyeing tician 
°Installment 1Furriers 5Heating 5Lumber 7Fuel ‘1Builders’ Supplies 
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The CREDIT WORLD 








tats-- May, 1936, Versus May, 1935 














ES Y STORES a" ~ SHOE STORES TIRES, GAS AND ON MISCELLANEOUS 

a 1935 1936 1935 1936 1935 1936 1935 1936 1935 

T 10 LO. | AV. | HI. | LO. | AV. | HL | LO. |] AV. | HI | LO. f AV. | HI | LO. | AV. | HL | LO. | AV. | HL | LO. | AV. | HI | LO.f AV.| HI. | LO.] AV.| HI | LO. 

l= 0 |57.1}59.2|59.4/590} —| —| — | — |53.7| — | — |61.7| —] — |57.3) —}| —| —| —] —| — | — ]65.3}703"/630%58.0|7807/46.0u 
mes _} —| —| — }5.1|58.2|52.0]57.0 |62.0|52.0] — |48.1 — | —}50.0|6147/31.04459.0|73.9712502 





——— | — | — — | — |43.0)| —}] — | —| — 958.2/63.5/53.0]59.3|63.6/550] — | —| —]| — |72.0| — [5861)6467/5047162076957/ 49 


10.0) #15) — | — {t1.7) — $73.3 181.7 |65.0} — {71.0} - | —]|] — 87.4 | 94.4 |80.5 |73.9 | 80.7 |67.2 | 63.2 | 92.2954.0161.0 |72.42147. 
- 97 
— | — | — [46.7 |61.0|32.5}44.5|57.0 |32.0166.1 |90.77|4605)60.5 |89.9% 420° 















































































































































~}|Boo; — | — 11.7%} — 457.5 69.2 149.4 158.4 |66.0/51.67 — | — | — [61.9/62.6/61.2 159.5 |62.0 |57.0 | 63.7 | 66.4 |61.0 [51.7 |6474460450.1 |610%42 
— 7 | 163.2 153.2|64.4/42. 1) —| —| —] —| —]| — [61 6/70.2 |53.0 158.6 |68.3 |490) — | —| —}] — | — | — 951.0 174919)3254146.0 | 61.09 297 
— |p — |10.0°| — ]43.9|50.9 |37.0 ]46.1 |55.2/37.0] — |550} — | — |59.2) — |735|369 |60.2) — |749| — [54.7 |597U/497!9151.7 |56741/46.816 
—|q- —| —| —] — |350| — |398/476/320}] — |\460| — | — |440| — [689/77 1/60.7/59.1 |59.9 |58.2158.5 |}66.0%42427160 8 |62.0%) 2581) 
89) §- —|—| —]}] —]| —] — ]261/300)265) —| —| —}] —|] —| —]J] —| -—] -—] -|] -—] -—]} -| —] — [37844484310 
—|g- =a) ae | =) eee | ee ee eee Se ae ee ee ae 
1a |}—| —| - —|—]|—|] —| —] -—}] -—] —}] -—] —] — Jf — |507] —] — |56.1] — [49.6 59.05/34 98 73.3 105054168 
—|g- — - | — |34.1) — ] — |33.0| — §48.2/59.1 |42.1]483/53.8|42.6) —| -— | —} —| —| —]} -—| -—-| -] -| -| - 
1.0;/g—| —| —] —]| — 943.4/47.9 |40.0/42.9|47.7|40.07 —| —| —]| —| —]| — 957.3 |72.7 |42.0}59.8 |62.5/58.0) — | —| —] —/} —] —- 
10.6 1.0| 24.6; —| — |368| —]}] — |366; —} —/] —| —]} —|] —]|] —] —| —| —] —]| —] — $384743901/3047 40 97144.0113792 
Aes Bae es eee ees Leak oak... haa”... a er eS Be Be EH 
8.0 9.0 |55.0 50.1 |57.2|43.0 139.0 | 40.7 |36.4 142.7/45.6 |38.8] — |48.7; — | —|391| —] — | —| — [665 |88.5/445]56.6/59.112/5407/55.0 [583125172 
100;}8—| — 144.2)44.9/43.57 —| —| —]| —|] —]| —] —]|] —| —] — 435] —] —!|] —| — [700/76.9)506) — —|}—]| — 6304 — 
196 .2|30.0 }35.3 |50.6 |27.7 J51 | |73.8 |38.7 |44 9) 72.7 |37.2 52.9 | 63.7 |40.8 147.7 |51.3|/43.8} — | —| —} —| —| — §4435)5235380'9473!9/55.05)28 08 
— 989.0 |39.6 |53.2/67.6 |38.7 | 46.5 /47.8 |45.2141.7 | 45.3 |38.0 162.4 | 65.4 /59.4 [59.3/68.1/485) — | —| —]}] —| —| — §64.5|645 /55.0}70.6 {79.7 |61 5 
l27g-| —| —| — | — $41.5/45.1 137.1 ]455 148.1 4287 —| —| -| —| —| —] —| -—| -—] -| -| —] — [4807 -—] -]| -| - 
8.0 }@b1.2 |31.0 |48.7|57.7 | 38.2 138.0 |39.4 |36.5 [35.1/376|327} — | —| — | —| — | — 956.0/60.0/52.1]39.9|42.0/379] — |658%| — |563")840"/28 54 
4.2;m15| — | — 37.3) — 439.7 |49.0 |22.0)43.3 |60.0|2007 — | — | —]| - —}| —f —| —| — |] — | — | — 944.09)53.016/35 016) 38 316) 5 | 39) 25,016 
— | 2.0) — |61.3|67.9|57.0 [53.4 | 54.1 |52.7]53.2/56.6 |49.9 154.9 |59.5 |50.4/55.9/57.3/546) — | —| —] —| —]|] —]|F —j1514) —] — 11340) — 
80) a- -i —| — | — Beales sree eee, — | — 1 i ml Kl ma — 159.4 |77.0 |41.8 $43.62)7901) 24.01) 40.37) 6301/2807 
- 6 |27.3 }40.3 48.3 |32.3140.7 |53.5 | 40.0 |45.5 |51.0 |40.0 [52 4 |56.9 |47.5 150.5 /59.4 410) — |750); —}| — |700)} —}] —| —| —] —]}] —| — 
14.9 13887.0 29.6 }29.3 |37.0 |24.5 135.3 |42.5 |29.3|28.4 |35.6 |18.7 140.2 |40.4 |40.0 [36.0 |40.5 |31.5]59.9 |81.0 |40.0 149.3 | 70.0 |20.0)3867/47.57| 3407 4637169072601 
|—el -IT-fl—-l—t-tl—-l—i-l-l-i-|-|-t-!|-|-l -|-!|-I-|-|-—! —am -I| -—l2 —_ 
= et ieee Mite Me ee es Me ed ed loa, o8 ee Se hee ae eh oe ee 2 ee 
—|g- -{| —| —| —] — /49.1} — [§25/558/491— — | —| —]|] —| —]|] —] -—| -—| -—|] -—|] —]| — 89916902 2soujazar}660r|209 
— 0] — | — j200; — | — {53.0} —] — {51.0} —f —}] —| —] —] —| —] — 484) — |] — 137.0] — [89.4 |930&)47.02] 60.0 | 927837.08 
—|#-—| —]| —| — | — 946.0 /48.0/440/498 |50.0 |49 6] — 68.0; —} — \620); —f —|} —| —] —]}] —]|] —F — (55.7) —] — }533) — 
—|g-| —| —]|] —| —] — 403] —] — |460; — | — /520| —]| — |46.0| —F —|; —|] —] —| —]| -—] — 304 —] — (357 — 
-ijg-|} —}| —| —| —] — |534) —] — |840} —}F —| —| —}] —]|] —| -—F -!|] -—|] -?T—-!] -—| -—]}] —-! -—!| —] — (608m — 
11.2) 8—| — 433.1 |38.1}2827 — | —} — )42.2/462|38.1} — | —| — [499/52.6)47.2] — | —| — |41.8/44.2/3947 — | — | — }§2.1/71.12)/21.69 
—ja—| —] —| —]| — 9§8.9/67.4|50.5 |60.8/63.7/58.0) —| —| —]} —}| —| —] —|] -!| -] -I| - 55.0 |56.08 5404 40.5 |52.08 29.029 
7.8 -| —i — 408) — | — 42) —i — iei — — ed) — fh ee He ae ne nd ae hae am bmi Hi = 
9.2) 83.3) — 112.0714.3°71 1.3944.1/44.4/43.8 145.1 46.2 44.0 147.9 |59.4 |36.4 145.3 56.4 (34.21 58.6 |58.7 |58.5 152.9 |53.9 [52.0] — 7425) — 1615/7108 52.08 
—1#—| —]| —| — | — 955.0/80.0 |30.0]38.9 |43.8|34.0149.5 |60.2 |43.1 |53.8 /59.6/48.17 —| — | —]| —| — | — ] 68287685597) — - 
— W268) 5.3°113.0121.91 44.67 — | — | —}P —| —}] —P-] — I] Kd ad ad Oa cd od od nd ol dd al Kd ld 
— 281.7°'20.47120.1°/24.6715.6°139.3 |41 8 |32.0140.2/47.3|\331} —| —| —}] —| —| —] —] —| —] —| —| — ]62.6/85.0"/13.01) 62.5 |9004117.04 
—ja-|—J}-lo-} -' oe} cl clot ot Od cd od Od od od oa cd ol KT I OI] 94 55908)24.09280831.022508 
102;}g-| — | —| — | — 937.3 |47 0/33.) 1404 |46.4 |28.0 145.5 |56.0/41.2)41.9|61.8/394} — | — | — od eed ee ek ee fr! te 22 
—|#-| —| —| —| — 755.4 |58.5 |48.6 [50.5 | 60.5 | 45.6 158.0 |67.2 [52.5 153.1 /65.4 50.1) — | —| —]}] —| —| — 9778 )800)757'51721'5 79.85) 64: 
= —| —]| —| —]| — §$4.4/68.3/35.2)49.2|54.7 |41.6 [49.1 |57.4 |43.2/46.4 |53.1|440] — | — | — |] — | —]| — J60.1°)68215/53.0565.95 node 
83;8-| —| —| — | — $42.2)/47.1|41.3146.4/496|4421 — | —| —] — | — | — 957.2 164.3) 497 [54.3 | 62.1 |48.2140.8/43.64/380415.6 |81 14) 9.20 
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We Pay Our Bills Promptly! 


By HON. R. L. COCHRAN 


Governor of Nebraska, Lincoln, Neb. 


HAVE a simple-minded theory that per- 

sonal integrity—the moral hazard—is 

probably more essential, especially in 
small businesses, than financial statements. It 
is really the note that is the promise to pay 
and obligates the honest man to keep his credit 
inviolate, rather than the real and chattel 
mortgages. A nation’s, or a state’s, credit is 
based upon the fidelity of its citizenship and, 
in a very large sense, that same respect for 
moral obligations gives a governmental unit a 
reputation far beyond its borders. By the 
same token the reputation of an individual as 
to credit extends far beyond the confines of his local com- 
munity. 

I consider it a privilege to appear before you because of 
your interest in prompt payment of bills. My subject, 
“We Pay Our Bills Promptly,’ is appropriate for dis- 
cussion because of our administration of government in 
Nebraska. 

In order to have bills paid promptly, state and local 
subdivisions—and_ individuals—must keep their bills 
within their ability to pay. Careful planning and budget- 
ing are essential. "Two things must always be kept in 
mind: first, the need; and second, the ability to pay for 
that need. It seems to me that this is a fundamental 
truth. It is possible to harmonize needs and ability to 
pay fairly accurately as long as the period of payment 
contemplated is kept within reasonable limits. When, 
however, either an individual or a state anticipates his 
or its ability to pay many years in advance without know- 
ing what the economic conditions may be, grave chances 
are being taken. 

In so far as state government is concerned, Nebraska is 
in an enviable position because of the vision of our 
pioneers who placed a prohibition against indebtedness ; 
because of economical state government, during the past 
and present, which made possible keeping those needs 
within the limits of current revenue. 

But a few years ago, when I was supervising the ex- 
penditure of the largest expending agency in the state, 
suggestions were made by those high in business and po- 
litical ranks that our state constitution should be amended 
to make possible the voting of bonds for highway pur- 
poses in order to accelerate our road-building program. 
To these suggestions, although in a position when natu- 
rally I desired to make rapid progress in the paving of 
our highways, I always opposed any such suggestions 
that contemplated the building of highways with prospec- 
tive rather than present revenue. 

What have been the advantages of our program as com- 
pared with those of many other states? First, permit 
me to say that bond issues can only be voted on a large 
scale during so-called flush periods when prices are high, 
when unemployment is at a minimum. Permit me to 
say also that, in my judgment, bonds cannot be voted on 
a large scale for highways or any purposes without in- 
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cluding improvements that should not be 
made. Oftentimes local pride will dictate 
more improvements or improvements of a 
higher type than conditions will warrant. Yet, 
in order to carry a bond issue, it is necessary 
to comply with this local sentiment. 

In expenditure of current funds only for 
highway, and other improvements as well, 
judgment and discretion can determine the 
appropriate improvement that should be made 
rather than having the determination made as 
a condition precedent to getting votes for a 
bond issue. 

We have been passing through a great road-building 
period. New methods have been developed, new and 
more economical types have been devised. Had a bond 
issue been voted in Nebraska during the period of which 
I speak, the money would have been spent at a time when 
employment was not so pressing as compared with present 
conditions. The money would have been spent during a 
period of high prices, but perhaps most important after 
all, advantage would not have been had of the research 
work, of the improved types and methods which have 
taken place in highway engineering during the past dec- 
ade. Because we did not do so, we are now planning 
highway pavement costing $5,000 per mile for which we 
would have expended $25,000 per mile (or five times as 
much) but a few years ago. It is not contended that 
these two types are equal in value but it is contended that 
the cheaper type of pavement where sub-grade conditions 
are favorable will take care of traffic needs in many 
large parts of the state with consequently great savings 
to the taxpayers. 

Incidentally, had we voted bonds in this state, it would 
have been necessary, as I say, to have laid out a program 
of pavement based on a desire for high type pavement for 
low traffic needs rather than on sound economic engineer- 
ing principles where the type is selected in accordance 
with the soil conditions and the traffic needs. 

Let us compare our conditions now with those of 
states which have pursued the other program. First, per- 








Editor’s Note: 


This article, condensed from an address at 
the Twenty-Third Annual Convention of the 
National Retail Credit Association, Omaha, 
Neb., June 16, 1936, is well worth the reading 
by every credit executive. 

It contains some sound advice on budgeting— 
applicable alike to individuals and to govern- 
ments! 

















mit me to say that notwithstanding our avoidance of all 
bond issues we have over 2,000 miles of pavement in 
Nebraska. We have 6,000 miles of gravelled road in 
Nebraska. This, together with our present program of 
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construction, and with that anticipated for the next few 
years, will, in my judgment, keep pace fairly well with 
traffic needs. 

Instead of spending current revenue at the present 
time for interest and principal payments on bonds, we 
are able to spend the money for actual construction of 
roads that involves the use of labor and material at a 
time when employment is sorely needed and when busi- 
ness is helped by the demand for such materials. Had 
we pursued the other method, these funds would all have 
been spent without creating anything of a productive 
kind either as to labor or business during a time when 
both need help. So, I say it is possible to judge rather 
accurately public needs as well as private needs and 
balance these needs against ability to pay providing we do 
not contemplate too long a period for payment. 

During the last year, it was my privilege and pleasure 
to be present at a meeting of Governors where more than 
half of the states of the Union were represented. It was 
the common practice for a Governor at this Conference 
to tell about the good financial condition his state was 
in and then proceed to prove it by telling the figure for 
which his bonds were selling. In all cases above par, 
they went further and explained that this condition had 
been brought about by passage of a sales tax or an in- 
come tax or some new forms of taxation which made pos- 
sible the meeting of their interest and principal payments 
promptly with the results that their bonds found a ready 
sale at several points above par. 

After hearing a number of these cases, I was glad to 
be able to say that in Nebraska we had recently com- 
pleted the construction of a ten-million-dollar capitol 
which is one of the finest, if not the finest, state capitol 
in America and one of the ten finest buildings in the 
entire world, yet we owe not a dollar for this construc- 
tion—that we had constructed and maintained a large 
State University, ranking near the top in point of at- 
tendance with all of the universities in the country, yet 
we owe not a dime for this university—that we had 
built four state normal schools, each a great educational 
center, yet there was no indebtedness on these normal 
schools—that we had eighteen institutions (under the 
State Board of Control) of a charitable and penal char- 
acter, housing approximately 8,000 inmates, likewise with 
no indebtedness—all of these improvements having been 
made on the pay-as-you-go plan. 

I told the group that we had been able to accomplish 
this without creating any indebtedness and without creat- 
ing any new forms of taxation, such as a sales tax or an 
income tax, and that our state levy for all purposes in- 
cluding executive, administrative, judiciary, higher edu- 
cation, such as the State University and the State Normal 
Schools, as well as the maintenance of the charitable and 
penal institutions, was but 2.15 mills on each dollar of 
valuation. 

One of the great benefits that has come from our pay- 
as-you-go plan for our state has been the example it has 
been to the counties—approximately 70 out of the 93 
having no bonded indebtedness whatsoever. It has like- 
wise been an example to other local subdivisions of 
government. However, I must admit that in some of 
the muriicipalities of the state, excessive bond issues were 
entered into in the past. 

In public business, as in private business, two things in 
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general are most important: first, a determination of the 
budget which can be afforded, and second, the wise and 
economical administration of the funds provided under 
this budget. 

In Nebraska, our state constitution provides for a sane 
procedure guaranteeing great care in the appropriation of 
state funds. The various expending agencies make their 
requests of the Governor, who, in turn, studies these re- 
quests, visits the institutions, confers with the expending 
agency. It is natural that each expending agency thinks 
its particular activity is the most important and often- 
times worthy of more consideration, in their judgment. 
The Governor, as Governor of the state, in submitting 
his budget in actual dollars and cents, must keep in mind 
all of these agencies, he must keep in mind the total tax 
burden, and he must keep in mind also the ability of the 
taxpayer to pay this combined bill. When the Governor’s 
budget is submitted to the legislature, it is subject to 
revision upward on any item only by a 60 per cent vote 
of the legislature. Not only must the Governor of the 
state use great care and judgment in submitting his budg- 
et to the legislature, but he must be on continual guard 
throughout the legislative session because of new bills 
introduced and passed which carry additional appropria- 
tions to those included in the budget, or bills that saddle 
additional burdens on the people through granting to 
officials of local subdivisions additional taxing authority. 
In other words, the Governor must think not only of all 
of the state departments and the necessary appropriations, 
keeping same to a reasonable minimum, but he must also 
have in mind the local tax situation and the aggregate 
levy to be paid by all taxpayers. 

I have told you that we have neither an income tax 
nor a sales tax—nor any new forms of taxation. We 
hold it to be self-evident that taxes cannot be reduced 
by increasing taxes, that the burden upon the taxpayer 
cannot be lightened by piling it higher. There is only 
one way to lower taxes and that is to give the taxpayer 
good government by economical administration. It is 
that goal which we should all keep in mind. 

It has been contended as an argument in favor of new 
forms of taxation that these new forms would be a re- 
placement tax for property. I do not know of a single 
state where it has proved to be true. May I mention 
to you a comparison of the tax on rural property in 
Nebraska as compiled by a tax agent of a large company 
operating in this and six other states in this section of the 
country? It was found that Nebraska levied the lowest 
*property tax of any of these states with the exception of 
one state which was only ten cents per $100 valuation 
lower than Nebraska. However, they had both a sales 
and an income tax in that state. It was found that in ev- 
ery other state the property tax was heavier than that in 
Nebraska on rural property and that, in every other 
state also, they had either an income tax or a sales tax— 


and in most states both. ~¢r 


Position Wanted 


Thoroughly experienced credit manager desires posi- 
tion as such with department store or specialty house. 
Has handled all types of retail credits and collections, 
with supervision over accounting department. Reasonable 
salary accepted if proper connection offered. James R. 
Hewitt, 5 Grafton St., Chevy Chase, Md. Phone Wis- 
consin 4880. 
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How Advertising Increased 
Cincinnati’s Collections 41% 


By THEODORE G. KRAFT* 
Assistant Manager, Retail Merchants’ Credit Bureau Co., Cincinnati, O. 


(One of three addresses on “Customer Educational Publicity’) 


saying, very trite, yet very true. Perhaps it has 

survived for that very reason. For many years 
the retailer has spared no effort, time, or money to in- 
duce the consumer to buy, to overload, to inflate his 
credit to bursting proportions. 

Far and wide, the merchant has cried his wares in 
newspapers, on the air, through the mail, by word of 
mouth. He trained his customer to buy, to believe he is 
always right, to say the magic words, “Charge it, please,” 
until he had built a huge volume of sales on the custo- 
mer’s promise to pay. This promise was made in good 
faith, contingent upon not only his ability to work but 
also the probability of working. 

During all this period the effort to collect compared 
to the effort to sell was almost nil. The merchant was 
an optimist (as was the customer), depending upon the 
customer’s inherent honesty, and he was right so far as 
he went. The customer gambled on his future but he 
was wrong after he had gone a short distance. 

The day of reckoning came, the bubble burst, the credit 
structure deflated almost over night. The merchant was 
left holding the bag and, believe me, it was an empty bag. 
Experience had proved that merchandise was distributed 
much faster than money was collected. In fact, collec- 
tions could be compared to the horse that was left at the 
post. In terms of the economist, “the credit sales ex- 
ceeded the community savings,” not only its savings but 
also earnings, “by a wide margin.” 

What to do about this became a question of national 
interest as well as of necessity. The answer was not 
long in coming: Advertise—educate the consumer to pay. 
But how, when, where, and at what cost? Before this 
step became possible a plan had to be formulated, a plan 
that would be community wide and have 100 per cent 
cooperation of all merchants, else the feeble efforts of a 
few would soon be lost in the swamp of competition. 
When a community suffers from a common ailment a 
common remedy is applied. So it was in this instance. 

Developing an agreement favorable to an entire com- 
munity of merchants whose interests are varied, whose 
credit terms are different, whose policies had been lenient, 
fair, or tight, is not easy of accomplishment; yet a com- 
mon goal as well as a common policy and practice is of 
absolute necessity if success is to be assured. 

The buying public as a whole can absorb and act upon 
only a single idea at a time. A continuity of thought 
and action must be developed and established before any 
results are obtained. Once a plan is formulated it must 
be adhered to without variation. Only confusion and 
failure will result otherwise. 


A S A tree is bent, so shall it grow.”” This is an old 





*An address before the Twenty-Third Annual Convention, 
National Retail Credit Association, Omaha, Neb., June 16-19, 
1936. 


20 


With these thoughts in mind the credit granters of 
Cincinnati, with the aid of a committee composed of one 
store executive, two controllers, and an advertising man- 
ager, set out to educate the buying public of the metro- 
politan trade area of Cincinnati, composed of approxi- 
mately one round million people, to pay their bills 
promptly. As you can very well imagine, many ideas and 
plans were presented. When they were all boiled down, 
we found we had returned to first principles. So we set 
apart the tenth of the month as pay day. 


With this in mind the following resolutions were 
evolved : 


We, the undersigned, members of The Cincinnati Re- 
tail Merchants’ Credit Bureau Company, hereby agree, 
on and after February 1, 1934, to start collection pro- 
cedure in written form (aside from regular monthly 
statements), not later than from the 10th to the 20th 
of the second month following the month of purchase. 

It is understood that accounts are due and payable be- 
tween the Ist and 10th following the month of purchase. 
Accounts are past due the first of the second month 
following the month of purchase. Example: Collection 
effort to start August 10th to 20th on June purchases. 

Should any of us desire to withdraw from this agree- 
ment, we agree to give all the other signers hereto a 
sixty-day written notice, through the offices of The Cin- 
cinnati Retail Merchants’ Credit Bureau Company, be- 
fore such withdrawal shall be effective. 


To give our agreement teeth, to help the stores set 
their houses in order, to bring about a closer cooperation, 
to put valuable information in the files of the bureau, the 
following agreement was also drawn up, adopted and 
signed : / 


We, the undersigned, members of the Cincinnati Re- 
tail Merchants’ Credit Bureau Company, hereby agree 
that, on and after February 1, 1934, all accounts on 
which there has been no payment made~-within four 
months following the month of purchase (unless special 
terms have been arranged for) will be suspended from 
further charges until such time as a satisfactory payment 
or adjustment be made. Example: Account suspended 
November Ist on June purchases. 

It is further agreed by the signer that all accounts sus- 
pended, or accounts four months old on which no pay- 
ment has been made, and on which there has been special 
arrangements, will be reported immediately to the Cin- 
cinnati Retail Merchants’ Credit Bureau Company. 

Should any of us desire to withdraw from this agree- 
ment, we agree to give all the other signers a sixty-day 
written notice, through the office of the Cincinnati Re- 
tail Merchants’ Credit Bureau Company, before such 
withdrawal shall be effective. 


The bureau agreed to pull the master cards of all cus- 
tomers whose accounts had been suspended and inform all 
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stores carrying the account that one store had reported a 
suspended account. This was done. The stores receiv- 
ing the “account suspended” notice either suspended it, 
flagged it, or acted in accordance with the condition of 
the account on their ledgers. 

To dramatize this story, our advertising manager act- 
ing with the credit granters and special committee de- 
cided upon a series of ads—telling the story briefly, fea- 
turing the tenth (or if the tenth fell on Sunday or a 
holiday the day next) continuously as a definite date on 
which to pay. The ads all appear over the name of The 
Cincinnati Retail Merchants’ Credit Bureau Company, 
and state briefly in simple language the terms of our 
agreement. Each ad also carries a personal message as 
these samples will show. The continuity is unbroken, 
the message is clear. 

One insertion is made each month in each of our three 
dailies, one morning paper, The Cincinnati Enquirer, 
and two evening papers, The Cincinnati Post and The 
Cincinnati Times Star. From time to time an insertion 
is made in The Cincinnati Shopping News and The 
Court Index. The ads average about four hundred lines. 
This has varied somewhat from time to time. 

In addition to the space in the newspapers for which 
we paid, considerable news space was given us in the 
publication of news items pertaining to our credit grant- 
ers’ meetings and activities. These news items were writ- 
ten by a regular news reporter. 

As to financing this project: By special action of the 
Board of Directors of the Credit Bureau an appropriation 
was made to come out of the net profits of the bureau 
and to be carried under “Advertising Expense.” To 
date, that is from June, 1934, when the first ad appeared, 
through May, 1936, the total cost has been $3,273.38 or 
$132.22 per month. The ads do not appear in the month 
of December. In other words, over a period of two years 
we have spent approximately $3,300.00. 


Results 

The success of any undertaking is measured in terms 
of results obtained. Fortunately, in Cincinnati we are 
able, in a measure at least, to demonstrate this. In Janu- 
ary, 1928, a group of some twenty-six stores, including 
ten department stores, four women’s ready to wear, three 
men’s furnishing, four shoe, three jewelry, and a number 
of specialty shops, comprising a miscellaneous group, be- 
gan sending their monthly collection percentages to the 
bureau where they have been divided into groups and 
tabulated. The percentages are also listed individually 
from high to low. Copies of these reports are sent 
monthly to store executives, controllers, credit granters, 
newspapers and research bureaus. This in itself engend- 
ers interest and whets competition in collections. This 
has continued to date so that we have a complete record 
of collection percentages for a period of eight-and-one- 
half years. 

These percentages tell a very graphic story. By any 
credit manager who can read behind the lines, volumes 
could be written. For instance, the department store 
group showed a percentage for the year of 46.16 per 
cent in 1928. You will recall that 1928 was the peak 
vear in retail sales volume. Then, for the succeeding 
four years, on a market of rapidly declining sales volume 
and deflation, the percentages dropped year by year until 
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1932, when they hit bottom at 34.87 per cent, a drop 
of 11.29 points or over 32 per cent. The year 1933 
held about even with a slight gain of less than one point. 

In 1934, we inaugurated our pay-promptly campaign. 
If you will remember, this year saw sales increasing. The 
collection percentage for the department store group rose 
to 44.32 per cent, a gain of almost 9 points or over 20 
per cent. This gain has continued. The rise has not 
been so rapid but steady. In 1935, the percentage was 
48.26, a gain of about 4 points, and to date in 1936 the 
percentage is 49.27—3 points beyond the high of 1928— 
and this has been done on a continually rising market and 
increasing sales volume. We have risen 14.4 points from 
our low of 1932—or over 41 per cent. There have been 
even more sensational gains in the other groups. 

I know that statistics are tiresome and unless trans- 
lated into material terms are sometimes meaningless. So, 
imagine your own increased turnover on your own 
volume with a collection percentage increased by 41 per 
cent, also your own feeling of security, the money in the 
till, the merchandise in the possession of your customers, 
new stock on the shelves, your bills receivable discounted 
and fewer notes at the bank, with cash to pay! 

With a sales program such as we face now—three- 
year contracts with no down payment, deferred payment 
selling of soft merchandise, the whole world installment- 
minded, taxes increasing and an uncertain market—what 
can we expect? We do not know. We do know, how- 
ever, that we must keep our house in order, accounts re- 
ceivable clean, our accounts payable paid so that we can 
go at the head of the parade or else, if necessity demands, 


halt “at ease” ready for the command, “Forward 
March.” 





Form the Habit of Paying 
Your Bills on or Before the 


TH 





It is a “Credit” to your Credit 


The habit of paying bills on or before the 10th of every month has 
a greater value than merely being systematic 


Paying by the 10th is a matter of keeping a promise because it is 
universally understood that the convenience of credit is granted on the 
promise to pay by the 10th of the month following purchase. 


Each month al) stores review their accounts to determine which 
customers keep promises and which do not. . and the matter of keeping 
promises has a most important bearing on future credit standing. 


According to the regu- 


lations of this bureau: ve syuniee 


garding payment 
AUGUST BILLS are hebite is ereilable to 
“Past Due” after 
September 10th and 
“Delinquent” after 
October Ist 


all ‘member stores 
through the exchange 
of sch information 
through this bureeu 





THE CINCINNATI RETAIL 
MERCHANTS’ CREDIT BUREAU 


Owned by and Operated for 96 Major Cincinnati Stores. 





























Typical Cincinnati Newspaper Advertisement 
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Credit Executives as Sales Builders 


By G. R. BAIRD* 
Credit Manager, Associated Dairies, Ltd., Vancouver, B. C., Director, Tenth District, N.R.C. A. 


HE credit executive and his staff have practically 

no means of contacting cash customers unless 

among their personal friends and if they have not 
already sold their firm to them they are drawing their 
pay checks under false pretenses. This field of selling 
is large enough, however, to be worthy of some considera- 
tion. 

I know of one concern which kept a check of the num- 
ber of times customers mentioned the fact that their em- 
ployees had recommended them to buy in the store. No 
special feature was made of this except on a certain day 
to provide every sales employee with a form on which to 
jot down the simple fact that a customer had mentioned 
some employee when making a purchase. “These were 
turned into the office and a record kept and although, as 
I said, no feature was made of it, a rivalry among all 
employees soon existed to have their names among the 
topnotchers for number of times mentioned. ‘This plan 
of course was not confined to the non-selling force but 
gave them an opportunity to do some good work in at- 
tracting customers. 

This, however, is a very small field compared to the 
opportunities existing among credit customers for the 
Manager of Credit Sales and his staff. This opportunity 
is twofold—direct and indirect. The greatest oppor- 
tunity lies in indirect and we will deal with that first. 

If we never lose sight of the old saying, “The sale is 
never made until the money is in the cash box,” we will 
be the better able to see the possibilities along this line. 
Most concerns today are selling more and more of their 
merchandise on credit, either open account or budget 
plan. 

This has made selling much easier for the sales force 
on the floor. Customers do not make a direct exchange 
of money for merchandise, therefore they are not so 
much inclined to haggle with the selling clerk. The 
goods are sold and the customer finds his or her way to 
the Credit Office and here the personal element asserts 
itself. Customers in most cases are absolutely assured in 
their own minds that their credit is good. If it is, they 
are often easily offended if the credit clerk does not use 
the greatest diplomacy in the world in getting their ap- 
plication. 

Selling ability was never more apparent than in the 
way this part of the transaction is handled. Here is 
where the customer’s relations with the store are made 
for this transaction, and cemented for future business. 
Just as many closed accounts can be traced to the first 
interview in the Credit Office as to any subsequent trans- 
action that transpires as long as the account runs. If 
not properly handled the customer will frequently take 
the goods, pay for them according to terms, but not use 
the account again. 

After the account is opened the Credit Office staff must 





*An address before the Tenth District Conference, Victoria, 
B. C., May 18 and 19, 1936, 
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continually sell their store to the customer as long as the 
account runs. ‘The first application has given a good 
general knowledge of the customer’s worth and the 
charges to the account from time to time, as purchases 
are made, show the class of merchandise in which the 
customer is interested. It is true that the credit staff 
cannot remember what every purchaser buys but as time 
goes on they will get a closer insight into the buying 
habits of their customers and be able, in a word, to dis- 
cuss with them the service they are receiving and the 
quality of the merchandise. 

One of the greatest selling efforts that must be put 
forth by the Credit Office staff is to hold the customer 
in bounds and still not offend; in other words, to pre- 
vent buying beyond the customer’s means to pay. Here 
the credit clerk often comes in direct conflict with the 
selling staff. The terrific pressure that is put on sales 
forces today makes them eager and anxious to load a 
customer up with all the merchandise they can sell him 
and then their responsibility ends. 


Canada and Florida Meet at the 
National Convention 
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This might have been an international conference but 
in reality it was just a chance “shot” by a news photog- 
rapher of four delegates who had each traveled nearly two 
thousand miles to the National Convention in Omaha. 
Shown in the photograph (left to right) are: Frank B. 
Duryea, President and Manager of the Credit Bureau of 
St. Petersburg, Fla.; G. R. Baird, Credit Manager, Asso- 
ciated Dairies, Ltd., Vancouver, B. C. (author of this 
article); Thomas Downie, Manager, Retail Credit 
Grantors’ Bureau, Ltd., Vancouver, B. C.; and Everett 
Sumner, Credit Manager, Florida Power Corporation, 
St. Petersburg, Fla. 
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It is no easy task for the Credit Office to tell customers 
that they cannot have all the goods they have purchased. 
Put yourself in the customer’s place. On the sales floor 
you were urged to buy to your heart’s content. Then, 
suddenly, some clerk in the Credit Office has to put the 
brakes on. Wouldn’t you feel that somewhere along the 
line you were being taken for a ride? The unfortunate 
part of the whole affair is that you have been, and now 
the Credit Office has to tell you to get out and walk! 
If the management realized how much selling ability was 
necessary to handle a transaction of this kind they would 
pick their staff for ability and not for good looks. 

Another selling effort from a Credit Office point of 
view is turning down a customer whose application is 
not satisfactory. “Taking away the deliberate crooks who 
are trying to put one over on you, the rest of the refused 
applicants are potential customers. As the crooks con- 
stitute such a small percentage there is a large field here 
for work. The employee who can refuse applicants for 
credit and still send them away with good will toward 
the store is invaluable to any organization. The 
pleasant contacts made and relationships established will 
bring those applicants back to your store like a magnet. 

If it were possible to keep any records of such cus- 
tomers, I am sure business houses would be astounded at 
the amount of cash business they either got or didn’t get 
from this class of customer. While we are on the sub- 
ject of rejected applicants, let me digress for one minute 
and discuss another angle of this phase of our work. I 
refer to the educational work we can do in training ap- 
plicants along the lines of putting themselves and their 
affairs in good shape in order that they may become good 
credit risks. 

Discuss their position with them intelligently, point 
out their past errors, if any, which are standing as black 
marks against them and advise them how to correct them 
and clear up their past bad records. Practically all of 
such people will react to your kindly advice and make 
an honest endeavor to put their houses in order. So, you 
not only establish the most friendly relations between 
your store and the would-be customer but you have given 
a fellow-citizen a “leg up” to a better outlook on life 
and a fuller measure of benefit from the resources at 
his command. 

Any credit executive or any member of his staff who 
misses this opportunity for doing a good deed to his or her 
fellow-man is not worthy of a place on the staff of any 
organization and no one in any position in the organiza- 
tion gets such opportunities or can do so much good edu- 
cational work along these lines. All of these and many 
other incidents in the daily routine of a Credit Office may 
be properly listed as indirect selling efforts. Then we 
have the direct efforts. 

The Manager of Credit Sales should have some mem- 
ber of his staff continually checking closed accounts and 
picking the sheep from the goats among these. A _ per- 
centage of your closed accounts you will find you are 
better off without but still a greater number were good 
and brought a large volume of business to your store. 
Have a regular follow-up procedure to endeavor to get 
these people back on your books. 

In looking over methods employed by different stores, 
I am inclined to favor opening with a form letter mailed. 
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This should be followed by a telephone call within a rea- 
sonable time. This telephone call will usually bring out 
from the former customers any complaints they may have 
or any other reason why they quit. If they quit to go to 
another store your staff on this job has to sell them all 
over again on your firm. Soliciting by telephone is so 
much used today that the Credit Manager should pick 
very carefully the employee to put on this work or it will 
only be considered another annoying telephone conversa- 
tion by the busy housewife. I mention housewife be- 
cause a different follow-up should be used for closed ac- 
counts used solely by men. The job requires infinite pa- 
tience and tact. If possible try to persuade the party 
phoned to call in the next time she is down town and 
talk the matter over. It is surprising how the vanity ex- 
isting in every human being can be appealed to and I 
think I am safe in saying that this characteristic exists 
stronger in women than in men. 

Make your phone prospect realize that the loss of her 
individual business is a matter of concern to the store and 
you have her 75 per cent sold again. If the party refuses 
to come in and has some grievance, no matter whether 
real or fancied, do not let her get away with it. If she 
will not come in, go and see her. Remember the loss you 
sustain in her case is not only loss of her business but loss 
of lots more from her friends. Injured pride heals slower 
than any fractured limb and the party so injured can 
only cure herself by unloading her grievance on her 
friends in season and out of season. By cleaning up a 
situation of this kind you have stopped the worst adverse 
publicity in the world, even if you do not get your lost 
customer back. 

These are only a few ideas along the line of ‘Sales by 
Credit Executives.” There may be hundreds of others 
better but if we are led to realize that the time has come 
when the credit staff are no longer employed for the sole 
purpose of passing on credits and making collections, we 
will be better able to realize that our selling ability must 
be used to the fullest extent if we are to give the service 
our employers demand. Competition among business 
firms handling the same lines is keener today than it has 
ever been. We thought it was speeded up to its fullest 
extent two or three years ago when we were in the depths 
of the doldrums but the lessons in driving pressure learned 
in those years are being applied now more forcefully than 
ever in an effort to gather in the fullest share of in- 
creased business now offering as times improve. 

Herein lies the danger to us as credit executives. We 
must never lose sight of our primary use to our organiza- 
tion. We are apt to lean too far to the selling side of the 
business and ease up too much on control. There is a 
tendency today to make credit so easy that business will 
find itself in the same position as it was in 1929—with 
ledgers full of bad accounts and liquid assets frozen. Let 
us never forget that we are the arch enemies of loose 
credit methods used to obtain sales! 

The sales executives are in the saddle now but the 
end of the year comes and the stockholders are the final 
tribunal that we must face. If the balance sheet shows 
an unduly high percentage of bad debts the Sales Man- 
ager will not be asked to explain. We will be the parties 
held responsible and at our doors will the blame be laid. 
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Kansas City Merchants Reduced 
Merchandise Returns 25% 


By W. G. AUSTIN* 
Manager, The Merchants Association, Kansas City, Mo. 


OME forty years ago, in midwinter, a gang of rob- 
bers in a Canadian province, finding escape impos- 
sible and burdened with their loot, sought to safely 

dispose of their ill-gotten treasure by burying it in a 
deserted country cemetery. 

Two of the gang were elected to perform the task. It 
was late in the evening when the sleigh drew up as close 
to the cemetery as it was possible to take the horses. One 
man remained on guard, with the sleigh, while the other 
hoisted the burden upon his shoulder and, with pick and 
shovel, slowly made his way to the enclosure, wading 
through snow up to his knees. 

It was a laborious task. The ground was frozen and 
difficult to break. The wind blew flurries of snow in 
all directions, literally blinding the worker. His hands 
and feet became numbed, and his work was only partially 
accomplished when the lengthening shadows of night be- 
gan to fall. 

Then, in the distance, at first scarcely audible, but 
gradually becoming louder and louder, could be heard 
the awful howls of a hungry wolf pack searching the 
waste lands for food—howls which echoed and reechoed 
through the valley, becoming every moment more terrify- 
ingly near and realistic. The man was courageous, no 
doubt of that, but he attacked his work with frenzied 
anxiety to finish, and be off, before the wild pack was on 
his track. As he leaned back, raising his pick above his 
head, suddenly something caught and held the scarf that 
was thrown around his neck, and the howls became in- 
creasingly closer. 

Can you visualize this scene? Can you sense that 
man’s state of mind? Alone, with darkness rapidly ap- 
proaching, in a deserted cemetery, in a wild, desolate 
country, with hungry wolves prowling near, their howl- 
ing the only sound to break the silence! Can you pic- 
ture it? 

The shovel dropped from shaking fingers. The man’s 
heart almost stopped beating, as he wheeled about to 
face the attacker—only to find that a bramble tangle 
from a near-by bush had caught his scarf and the wolves 
were stil! far distant! 

Fear! The greatest deterrent to achievement and 
progress ever known to man. If you have tried to in- 
stitute a campaign to reduce the return of merchandise 
in your community and have failed, the chances are 10 to 
1 that your failure is due to fear. Fear of the reaction 
of the customer. Fear that there is no way to prevent 
the return of goods that have been charged but not paid 
for. 

Seven years ago Kansas City merchants began discuss- 
ing a “return goods” campaign; 100,000 circulars were 

*An address before the Twenty-Third Annual Convention, 


National Retail Credit Association, Omaha, Neb., June 16-19, 
1936. 
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printed but they were afraid to put the name of the Mer- 
chants Association on these circulars. They used the 
name of the Merchants Association Credit Bureau. But 
even then they did not have the courage to proceed! 
Plans were discussed again and again but never consum- 
mated. What happened to the 100,000 circulars? They 
were thrown in the wastebasket! 


After discussing, arguing, and fighting for such a cam- 
paign the merchants, in May of 1934, definitely decided 
to proceed and voted a fund of $1,000 for expenses. A 
committee was named to prepare the rules. The rules on 
returns in many cities were obtained and carefully con- 
sidered, and eventually the following rules were agreed 
to by all the retailers and adopted: 


1. Merchandise out of store five business days or more 
not returnable. 


2. Sales checks should accompany every return. 


3. Yard goods cut from bolt accepted for return only 
as follows: 3 yards and over less 25 per cent cost; 
2 yards and under 3, less 50 per cent cost; under 2 

yards not returnable. 

This happens to be a copy of the rule that proved 

very successful in Chicago.) 


—~ 


. Soiled, worn, or damaged goods not returnable. 


Ln & 


. Altered goods not returnable. 

6. Merchandise not returnable on the following arti- 
cles: bathing suits, combs, corsets and brassieres, 
hairbrushes, hair goods, mattresses and bedding, rub- 
ber goods and sundries, toothbrushes and underwear 
touching body. 

(Exception: Bathing suits, corsets and brassieres, 
and underwear to be accepted in return if the cus- 
tomer finds that the size is not what is needed, pro- 
vided garment has not been worn and is in salable 
condition. ) 


“I 


. The real reason for the returning of merchandise 
shall be required. This will assist stores to eliminate 
faulty merchandise. 4 
8. Report to Merchants Association Office all chronic 

returns and unjust claims. 
9. No pick-ups of merchandise unless store is clearly at 
fault. 
(Furniture and bulky articles excepted ) 

10. Store Prizes or Honor Roll for salespersons having 

lowest return record based on sales. 

11. Furnish Merchants Association Office with return 

percentages each month. 


After the rules were adopted the Advertising Com- 
mittee was asked to prepare publicity. It was the decision 
of this committee that, to be effective, the public must be 
convinced that it is to their benefit not to return mer- 
chandise. Consequently the first line of publicity was a 
heading “For your Benefit.” This was followed by the 
statement, “To eliminate a costly practice which ulti- 


The CREDIT WORLD 








mately becomes your burden, the Merchants Association 
has adopted the following rules.” 

The rules followed with the exception of those that 
were designed for store use only. The closing statement 
on the inserts was “Save Yourself Time and Trouble. 
Shop Wisely.” 

We then called on one of the advertising men to pre- 
pare copy for newspaper publicity. It was the consensus 
of opinion of the committee that our publicity should 
border on the humorous and not refer directly to the 
reader. In other words, we followed the lead of national 
advertisers who refer indirectly to the reader—such as 
the advertising of Listerine and Lifebuoy. 

After eight ads were prepared the committee was asked 
to select the best four. The wording was then edited 
and we called on the newspapers and requested them to 
donate space. They ran a series of four quarter-page 
ads once a week for four weeks and returns dropped from 
an average of 13.66 in May, 1934, to 10.68 in June, 
in the charge sales of our six largest stores. 

This first series of ads ran from May 26 to June 15, 
and by the end of June our returns on charge purchases 
had dropped to 9.3. 

We followed with another series of ads from Septem- 
ber 8 to October 12, 1934, and then followed our last 
group from October 23 to December 14, 1935. 

This has made to date a series of 12 newspaper ads. 
In the same period our stores have distributed 1,100,000 
inserts in packages and statements. 

Today our merchants are most enthusiastic in cooperat- 
ing with the campaign and they recently requested us to 
prepare blow-ups of the four best ads for display in the 
stores. These are printed in colors and are shown for 
a period of two weeks. We then distribute a new series 
and pick up the ones that were displayed. 

Each month the stores are requested to send to the 
Association office the names of persons who have made 
unjust returns, or those whose accounts have been closed 
because of a too large percentage of returns. These names 
are kept in file. When two stores report the same in- 
dividual we write a letter asking the reason for the fre- 
quent return of merchandise and suggest that he write 
us and give us his idea of improving store service so 
that returns can be reduced. If three stores report on 
the same individual we write and inform him that we 
will be forced to enter his return record on the credit 
records in the Credit Bureau. 

Up to the present time the first letter has sufficed and 
no individual has continued to return merchandise after 
receiving it. 

You will recall that Rule 11 required the merchants 
to report return percentages to the Merchants Associa- 
tion each month. These records have shown some 
astounding facts. For instance in our six largest stores 
the average return in May of 1934 on gross sales was 
10.64 per cent; today the average is 8.4 per cent. 

But wait! The reason why our campaign was de- 
layed so long was this: If a customer comes in the store 
and returns a charge purchase which has not been paid 
for, and says she will not pay for it, what can we do? 

Let us see. In May, 1934, charge purchase returns in 
our six largest stores averaged 13.66 per cent—today they 
average 10.5 per cent. The decrease in returns based on 
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gross sales amounts to 21 per cent while the decrease in 
returns on charge sales has been 24 per cent. 

I have been giving you figures on our largest stores 
and for fear that you might think they have been selected 
in order to make a good presentation, let me tell you 
that one store that has worked industriously on this cam- 
paign has attained a return percentage record of 1.6 per 
cent and furthermore, it is an exclusive women’s ready-to- 
wear store! 

The average of all stores sending in percentage figures 
was a fraction under 10 per cent during the year from 
May to May of 1933-1934. For this same period the 
average of returns during 1935-1936 was 7.4 per cent or 
a reduction of better than 25 per cent. 

What has this campaign saved the merchants? First, 
it has nearly eliminated pick-ups or service calls with the 
resultant savings on delivery costs. 

A survey shows that—in six stores only—in the ten 
months ending with April, 1936, compared with the 
comparable period before the campaign began—67,121 
less packages were returned. Please note that this is a 
net figure and no allowances have been made for an in- 
crease in business with a consequent increase in the num- 
ber of packages delivered and returned. Figured on a 
basis of 25 cents to return each piece of returned mer- 
chandise to stock, although the National Retail Dry 
Goods Association shows an average cost of 39 cents, 
this is a direct saving of $16,780.25 to these six stores. 

It has also resulted in people’s returning merchandise 
sooner which helps to keep it fresher and more salable. 

(Editor’s Note: The Merchants’ Association of Kan- 
sas City has a very effective series of package inserts on 
this subject. If you are interested, we suggest that you 
write Mr. Austin for samples.) 





“I Decided He Wouldn’t Do, Judge-- 
So 1 Brought Him Back!” 





Some women feel as free in returning husbands as 
they do merchandise. 


But the wise woman realizes that the “Returned 
Goods” practice has proved itself to be a huge 
economic waste, which is reflected in higher prices 


for what she buys. 


Help Kansas City merchants to give you better 
service at lower cost by 


Shopping Wisely 


MERCHANTS ASSOCIATION OF KANSAS CITY 











Kansas City’s advertising used a humorous appeal 
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Where Are Credit Policies Headed? 


By G. R. RAYMOND* 
Credit Manager, Turrell’s, Seattle, Wash. 


classifications of retailers: First, the retailer who has 

a limited amount of capital and little or no bank 
credit. Second, the retailer who has a liberal amount of 
capital invested and an amount of bank credit that has 
been exhausted. Third, the retailer who has unlimited 
capital and substantial reserve, as well as all the bank 
credit he wishes to use. 

With these three merchant pictures in mind 
it is not difficult to draw the conclusion that 
their credit and collection policies would be 
varied, and because of these varied conditions 
the community credit policies have not been 
adopted as generally as I feel they should have 
been. 


] N ORDER to simplify matters I have made three 


Let us take the first group—“limited cap- 
ital, little or no bank credit.’ This retailer 
in order to keep his stock in salable condition 
must of necessity have a very rigid collection 
policy, or else sell for cash only. This method 
would make it necessary to lower his marking 
rate in order to compete with other merchants 
in his vicinity who were rendering credit serv- 
ice, and we all know from experience the 
value of customer tie-up through a charge ac- 
count privilege. It most certainly outweighs the small 
price cut that some retailers make with the idca of hold- 
ing or making new customers. This first group if credit 
is extended must adopt and adhere to a rigid collection 
policy or fold up. 

In the second group is the retailer who has a liberal 
amount of capital and an amount of bank credit that has 
been exhausted, as he is not making a satisfactory turn- 
over on his merchandise. This group is in a very un- 
comfortable position for their policy of collections is 
dictated by the financial bankers, who, in most instances 
know little or nothing about retail business. Most of 
the retailers in this group have been in business some 
time, and have endeavored to build up through many 
services, which include a reasonable credit and liberal 
collection policy, a solid business. All of these services 
are given with the idea in view of building up a protec- 
tive wall of good will, one of the most, if not the most, 
valuable assets any retailer can enjoy. 

Third group—unlimited capital, substantial reserve 
and unlimited credit in the bank. This group like the 
second has built up a very substantial amount of good 
will, but has differed from the second group through its 
merchandising policies . . . buying and selling on a more 
scientific basis, and using some of the profits to set up a 
reserve, or undivided profits, for its protection in leaner 
years. 

This group is the one that does not adhere to the com- 
munity credit policy plan for they feel it would have the 


*An address before the Tenth District Conference, Vic- 
toria, B. C., May 18 and 19, 1936. 
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tendency of weakening their good will wall they have 
built up and of which they are justly proud, and would 
not, of course, adopt a policy that they felt would injure 
their structure in any way. There is plenty of room for 
logical argument against their analysis of this plan. This 
group, therefore, handles its credit and collection depart- 
ments by its own policy, which in most instances is on the 
border of a very liberal or flexible one. 

There are other groups that can be properly 
classified, but these seemed to me to be sufh- 
cient to present the status of collections as 
they are today for most of us. 

Is this a healthy condition for this depart- 
ment of retail business to be in? I say posi- 
tively, “No,” for it illustrates a phase of un- 
tair credit practices—competition in credit 
terms. Now, for a remedy, I just refer you 
to the cities who have and are adhering to the 
community credit policy. Note the percentage 
of collections reported by those cities and com- 
pare them with the ones who collect as do 
groups one, two and three referred to. That 
will tell you whether it pays or not, whether it 
weakens the good will already established or 
not, whether it weakens customer control, or 
damages its rating in the community or not. 

Now there are many new phases developing in the 
credit fraternity. The credit manager of yesterday is 
the credit sales manager of today, and he is expected to 
develop volume and more volume and still maintain a 
reasonably high percentage of collections. This, of course, 
is quite impossible, and the demand for a high percentage 
of collections is being lessened, largely due to the fact 
that many volume distributors, manufacturers as well as 
retailers, are lengthening their credit terms to such an 
extent that if the middle or smaller merchant, as referred 
to in groups one and two, does not meet these credit 
terms he is going to lose a certain volume of business 
through this policy of selling credit terms instead of credit 
service. It is beginning to look very much‘as though we 
are getting away from credit granting and going into 
the term-granting business! 

We, of course, have had experiences during the past 
several years of selling many commodities on contract and 
installments such as oil burners, electric refrigerators and 
ranges, washers and ironers, furniture, etc., ranging from 
ten- to eighteen-month contracts. This plan has worked 
out very satisfactorily, and I would not attempt to 
minimize the value of sound contract selling, but—with 
our Government coming to the front and backing up 
these same merchants to sell these same commodities, as 
well as furnishing the money to pay for interior and 
exterior decorating and repairs on a plan ranging from 
three to five years—where is your collection percentage 
going to land if this kind of competition is to continue 
and is to be met by other retailers? 
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Remember the ten-payment plan on perishable mer- 
chandise launched by some of the medium and higher 
grade exclusive shops a few years ago? We of the con- 
servative type analyzed this move as one that would slow 
down collections because it invited the thirty- and sixty- 
day customer to extend his payments to 75 to 90 days, 
virtually educating people away from prompt pay on 
merchandise that was valueless in case of repossession. 
This plan, without a doubt, had its effect on what we call 
rigid collections and lowered our percentage of collection 
turnover. 

What is happening today in many of our large depart- 
ment stores and exclusive shops? Are they not going one 
better and bidding for business on budget accounts by 
appealing to the same class of people that they formerly 
appealed to on a 30-day open account? This is nothing 
more or less than an extension of a 30- to 60-day account 
to one ranging from four to six months or over on pay- 
ments. 


There is, of course, the opportunity of transferring 
this budget account from the open account files to the 
contract division, in order that one may report a certain 
percentage of collections. But this is just one of the ways 
we have of trying to make ourselves believe we are doing 
something we are not! Realizing these facts, how are 
collection percentages to be kept within the scope of 
reason? 

Without a doubt the general tendency today is to for- 
get the 30-day account, or rigid collection policy, and 
establish a more elastic one. This extending of credit 
terms is certain to make demands of more financial sup- 
port, and unless it can be shown that it is a logical thing 
to do, some merchants are going to be disappointed, owing 
to their limited financial resources. 

Just what is going to happen to groups one and two, 
if this competition of credit terms is continued? Just 
how far this elasticity will stretch no one can predict. 
One thing is certain: Operating costs are going to in- 
crease and, in a fairly short time, the demands will be 
supplied to such an extent that a let-down is sure to come 
unless there is a radical change in the incomes of the 
middle class of people. This has not materialized as yet, 
and unless it does, it appears to me as though another big 
problem of dissolving will be ours to take care of in the 
near future. 

Pessimistic, you say? Sure! I am—when you put credit 
terms ahead of collections, for credit sales and prompt 
collections represent correlative qualities, all the 
qualities that develop good business, community, state, or 
nation. But—the selling of terms and lowering the bars 
of collections represent the opposite things! I say things 
because I cannot.term them as qualities. These are cer- 
tainly damaging things for any business, community, state 
or nation. And when these things are put ahead of the 
qualities referred to, it is enough to make anyone pessi- 
mistic as to the ultimate results of this practice. 

Collections—where are they headed? The present de- 
mand to sell, distribute, and put into use merchandise of 
all kinds, develops in the salesman’s mind a desire to 
fulfill his duty to his employer, and results in the over- 
selling or overloading of the consumer public much be- 
yond their ability to pay. We have had past experiences 
of conditions of this kind, and should know how to cope 
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with them, and it is a good time right now to start rea- 
soning this thing out. As reason is the most active 
human faculty we have, let’s exercise this faculty, and 
if we cannot prove our plans to a concrete or logical 
conclusion, we had better be very careful how far we 
travel on the “more volume” road, unless, as stated be- 
fore, the earning capacities of the buying public are con- 
siderably increased. 

Most of us in the white-collar class have taken cuts 
from 20 per cent to 50 per cent, and the increase in liv- 
ing costs, representing 12 per cent over a year ago, is 
itself another cut, little or none of which has been re- 
instated. This group represents the volume buyers in 
wearing apparel, and a very large percentage of this 
group are home owners or maintainers; and although 
they have been hit hard, they are still solicited for pur- 
chases beyond their capacity to reasonably handle, as 
most of us are and have been on budgets that won't 
budge. It does seem, under these conditions, that sell- 
ing additional merchandise to this group of people is 
almost suicide, as it is certain that they will be unable to 
handle their accounts on even a satisfactory basis. 

The extension of contract credit on the automobile 
from a 12-month period to 18 months, and then on to 
24 months is referred to us pessimistic creatures as a 
marvelous lesson in long term credit, but they do not 
create the least bit of constructive argument to me, for 
my experience is that the automobile contract will be 
taken care of whether or not the children are clothed or 
fed, and certainly before any other obligation is met. 

I have had in the past few years a good many men 
come into my office as a result of collection letters, and 
have found out from them the amount of contracts that 
they were obligated to pay, and in almost every instance 
there was an automobile in the picture. I have shown to 
these people the absolute necessity under present condi- 
tions to unload (or give the car away) in order that 
they might meet their just obligations in a more satis- 
factory manner. But what was the result of advice of 
this kind? Most of them either said or inferred that I 
could go to “such and such a place,” that they would 
not be deprived of their car. So, to me, a car contract 
of a fairly large figure is more of a red flag in extending 
credit today than salary loans were when first started! 

But now, with 24 months put so far in arrears as to 
be hardly visible through the extension of terms to a 
three-to-five-year period on articles of the same, or in 
most instances of less value, it is absolutely essential that 
some force of reason be applied to put the brakes on this 
unreasonable business of selling terms, and I know of 
no organization more capable of stopping this unfair 
practice than our own National Retail Credit Associa- 
tion. It is not hard to see what happens when mad am- 
bition seizes people. I said mad, for madness is a most 
unreasonable thing, as one is very likely to do things with- 
out giving them the proper amount of thought, resulting 
in very unfavorable experiences. This is not only seen 
in statesmen, dictators, and politicians, but in manufac- 
turers and large distributors, as well as individuals, who 
endeavor to force, through the public at large, their own 
desires, regardless of whom it hurts or what it costs the 
other fellow, in order that their own selfish interests 
may be accomplished ! 








CREDIT DEPARTMENT LETTERS 


By DANIEL J. HANNEFIN 


UE to lack of space in this issue, our letter com- 
1) ments this month are restricted to the letters and 

forms shown on the opposite page, beginning 
with Figure 1 submitted by J. H. Seymour, Manager De- 
partment of Accounts, Household Fuel Corporation. 
This is a “common-sense” collection letter! Avoiding all 
frills and roundabout approaches, it comes right to the 
point and gives the best reason in the world for insisting 
on prompt payment. 

Figure 2 is a “good will” collection letter of the high- 
est type. Used in the early stages of collection, it em- 
ploys a dignified, courteous tone that many letter writ- 
ers could well emulate. 

Figure 3 is a multigraphed statement-message which, 
reiterating terms, insists on prompt payment. Well- 
worded and an effective addition to any collection fol- 
low-up. 

The “Final Notice” card (Figure 4), used on lease 
contracts, is just what the headline says. The use of 
red cardboard makes it especially effective as an “atten- 
tion-getter.”” 

Figure 5 shows an excellent letter to use on paid-up 
budget accounts while Figure 6, although used as a spe- 
cial convention letter could be used very effectively as a 
new business letter, especially if directed to newcomers. 


“De” 


Frank Caldwell’s Father Dead 


Edwin Caldwell, at the age of 86, passed away June 
30 at the home of his son, Frank T. Caldwell, Secretary 
of the National Consumer Credit Reporting Corporation, 
with whom he had lived for a number of years. We of 
the National Office extend to the bereaved family our 
deepest sympathy and sincere condolences. 
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Death of Louise Eckhardt 


Just as we were going to press, we received a telegram 
notifying us of the death of Miss Louise Eckhardt, Secre- 
tary-Manager of the Davenport (Iowa) Credit Bureau. 
The National Office extends its deepest sympathy to the 
bereaved relatives. 





Membership Trophy Awards 


The following membership trophies (shown in the 
photograph below) were awarded at the Omaha Con- 
vention: 

Pittsburgh, Pa—‘Victory Trophy” for largest gain, 
unit of less than 100 members: 553 new members. 

Gallup, N. M.—Victory Trophy” for largest mem- 
bership in proportion to population—(cities less than 25,- 
000): Population, 5,992; total membership, 26. 

Salem, Ore—Largest membership in proportion to 
population (cities over 25,000): With total membership 
of 104, Salem (population 26,266), for the second year, 
won the “National Emblem Trophy” (in center of pho- 
tograph), which now becomes the permanent property of 
the Salem Association. 

Houston, Tex.—Victory Trophy” for greatest per- 
centage of increase in a unit of over 100: 38 new mem- 
bers, 105 old—36 per cent increase. 

(In this class, Milwaukee, Wis., (second) and San 
Francisco-Oakland, Calif., (third), won honorable men- 
tion.) 

Ottawa, Canada—“Victory Trophy” for largest num- 
ber of members in a new National Unit: 58 members. 

Fountain Pen Sets (properly inscribed) were awarded 
to the following individuals: 

National Director—David ‘H. Goldman, Pittsburgh, 
Pa., for outstanding membership showing in his district. 

Local Association President—W. Gould Taylor, Pitts- 
burgh, Pa.; Local Association Secretary—C. Guy Fergu- 
son, Pittsburgh, Pa.; State Chairman—Franklin Black- 
stone, Pittsburgh, Pa. District Director—T. J. Mangin, 
Jr., Muskegon, Mich.; Bureau Representatives—C. E. 
Scherer and Lewis H. Sharpe, both of Pittsburgh, Pa. 

A “Victory Trophy” was awarded R. T. Baxter of the 
San Francisco-Oakland Bureaus, who personally secured 
165 new members and a Fountain Pen Set to Warren G. 
Finnan of New Orleans, La., (individual member) for 
personally securing over 8’ new members. 

The Convention Attendance Trophy was won by 
Spokane, Wash. 
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A. F. DUEMLER, Pasewerr ® 









H. M. Voornzrs & Bro. 


191-135 East Stare STREET 
TRENTON, Ns 


Hartford, Connecticut 





Credit Department 


® 


days f 
ago, we reminded you 0 
your a Indebtedness to us, pointing 
out that our terms are thirty days fom 
date of delivery. To date, we have 
response from you. 
within an 
Our Creditors mst be paid 
average of eighteen days in order that we 
may maintain our credit rating. 
All cash required to pay for the coal 
we sell mst come from our customers. 


May we have a remittance, please? 





















With a spirit 
f fri 
Wil) chara endliness 
‘With you oe our every Desinese om ee 
your past © again cally Transaction 
due account, "8 your attention to 


We hope that 
you will ¢ 
Prompt Ollow ¢ 
of the antienees and therefor.” ienlnder With a 
traly ve Given us, we acnk 229 of the business tao” 
Yours very words « Thank’ you are repeating those two old-ieent 
. “fashioned 


D FUCL cOnPOsaTICN 
Yours very truly, 


HE. “f. VOORHERS & BRO. 


Hol 


Lipman thle ¥Co 


PoRTLAND, Ontoow 


Balance First of Month | |] 










Ledger No. 














As previously explained, our terms are 
"In full by the tenth of each month follow- 
ing date of purchase " 


Prompt payments assist greatly in ren- 
dering the highest measure of service and 
practical credit accommodation to each 
individual customer 





We shall be grateful for your check or 
a@ reply to our inquiry 
HERZBERGS 


1519 Douglas Street. Omahe 


Yours very truiy, 


LIPMAN. WOLFE & COMPANY 





June the Sixteenth 
1 G 36 (CG 


NEW YORK OFFICE 
220 W 401m ST 
Memece oF 
Scmantow 





Mre. L. 8. Crowder, 
Hotel Fontenelle, © 


SCRANTON DRY GOODS COMPANY 
Omehe, Nebraska 


Scranton. PA 
Dear Mre. Crowder: 





Welcome to Omaha! Ye hope that ° 
your week's visit here will be a pleasure 


© in every way. 


For your convenience in shopping 
for yourself, or for gifts to teke back 
with you, we are enclosing a cara which 
Will entitle you to charge privileges at 





We wish to thank you for so satisfactorily poe care of your Herzbergs. Our seven floors of distinotive 
Budget Account recently closed on our records. —— oe accessories, gift shop and 
eeu 
Many of our customers find it very convenient to buy on this a 
charge plan, especially in such departments as Men's Clothing, If convention activities prevent 
Fure, Rugs, China, Draperies, Furniture, Electrical Appliances, & personal visit to the store, just phone 
our "shopping service," Atlentic 3845 and 
we will be happy to deliver your requests. 





etc. 


We sincerely hope you will soon again avail yourself of this 


Right now, we are featuring splendid Very truly yours, 


extended credit plan. ; atu 
values throughout the store....come in and take advantage 
of the savings.....and enjoy the convenience of paying over HERZ3ERGS 
an extended period. 

Very truly yours, “, ~- 

Credit Mgr- 
SCRANTON DRY GOODS COMPANY > 
Ene: 
‘ CEH: BB 
Quality Fpparal for Women and Children 


. lank Cofiit Nanager 





AJE:MC 
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constitutes a serious and dangerous menace to the 

continued growth, improvement and stability of re- 
tail credit business today, that thing is the widespread 
and rapidly growing practice of selling all types of mer- 
chandise, of whatever nature, on unreasonably long-term 
credit contracts. 


| F THERE is any one thing that, more than another, 


If there is any one policy in effect in retail business 
today that, more than another, constitutes a real and 
serious threat to the strength, the soundness and the sta- 
bility of the credit structure of retail business—that in 
the long run must be detrimental to the best interests of 
both merchant and customer alike—that is productive of 
unfair and destructive competition—it is the policy that 
invites and encourages the type of long-term selling that 
is with us in force today: The type of selling that tends 
to overload the buying public—that obligates people far 
beyond their ability, not only to pay, but to pay easily, 
comfortably and with due regard to the necessities, the 
wants and needs of everyday life. 

And if there is any one problem that, more than an- 
other, demands the serious thought and consideration of 
those whose responsibility it is to shape, direct and super- 
vise retail credit selling, that problem is the unwise, the 
unsound and uneconomic long-term selling that is, today, 
building up and developing a credit expansion and a 
credit inflation, which, if persisted in, can have but one 
result—the result that has followed inevitably in the 
wake of every unsound credit inflation—credit contrac- 
tion and credit deflation! 

And the result of credit deflation is what? Stagnation 
of business, loss of sales, diminishing profits—the very 
things we're trying to overcome! 

As one looks over the field of retail credit today and 
observes the various ways, means and efforts being used 
to produce and obtain long-term credit sales, it is diffi- 
cult to realize that there ever was a depression—much 
less, that only a few short years separate us from that 
eventful day of “thirty-three” when the greatest banking, 
industrial and commercial structure the world has known 
shook like a reed in the wind, striking fear and terror to 
the heart of every business man in the country. . . 

The result and effect of overexpanded credit were 
very clear to us at that time! 

It is difficult to fathom or to understand the reasoning, 
the judgment, the psychology, that prompts, that recom- 
mends, that puts into effect the very practices, the very 
policies, the very methods, that at bedrock and funda- 
mentally caused the depression through which we have 
just passed—or are still passing—whichever you like. 
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The Other Side— 
Of Long-Term Credit 


On “Soft” Goods 


By C. E. DONILON 


Credit Manager, Callender, McAuslan & Troup Co., Providence, R. I. 


It is difficult, too, to understand the attitude of com- 
placency with which credit men and women view this 
tendency to long-term credit selling, a tendency which 
if carried to its logical conclusion will eventually land 
both you and your profession in the position it occupied 
a half century ago. 

It will land you back at the “Cross Roads”—the 
“Cross Roads” where, in the hazy dawn of fifty years 
ago—amidst the confusion and disorganization that 
marked the credit selling of those days—you charted the 
course of modern credit—and you chose the way—a way 
not smooth—not easily traveled—beset with obstacles— 
but none the less, the right way. 








Editor’s Note: 


This article was the winner of a debate on 
the subject of “long terms on soft goods”—at 
the First District Conference, Springfield, 
Mass., May 11 and 12, 1936. 

The author is chairman of the Operating 
Committee of the Providence Credit Bureau, 
Past President of the Providence Association, 
and a director of the First District of the 
National Retail Credit Association. 








And year after year, by dint of effort, of time and 
labor, by education and organization, by the application 
of sane, sound and intelligent principles of economics to 
the science of retail credit selling, you brought that pro- 
fession to a high point of efficiency in operation; not per- 
fect ’tis true, but efficient nevertheless. 

We have traveled far in the years that have found 
their way down the road of time, but let us not forget 
that the way to the past is always open to those who 
would seek the past—that we travel more swiftly down 
the hill than we do up, as events of recent years prove. 

And let us not forget that every economic disturbance 
that has occurred in the history of this nation has brought 
with it panaceas and cure-alls that, promising quick re- 
lief from our troubles, but add to the difficulties of final 
and permanent settlement of the problem. 

What is the remedy that is being advocated and prac- 
ticed today? ' 

Sell time—and worse still—give it away. Do we 
want that? Do we need it? Is that the way to bring us 
back the thing we seek—Goop BusINEss? 

In my judgment, it is not! In my judgment the sell- 
ing of soft merchandise on unreasonably long-term credit 
is economically unsound—and why? 
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First—it threatens the stability of credit. You cannot 
mortgage the future earning capacity of the great masses 
of people of this country without creating a top-heavy 
credit structure. 


You cannot continue to apply the future earnings of 
large numbers of people to the buying of today without 
creating a scarcity of buying in the future; you cannot 
continue indefinitely borrowing from the future to cover 
the present. There is a limit to that type of borrowing 
just as there is a limit to any other type. 


You cannot carry this increasing credit load without 
increasing costs. You cannot increase costs without in- 
creasing price, and your increase of price increases your 
credit load. You cannot crowd the business of a year 
into a month without impairing credit. 

There is a limit to the spending power of people, and 
that limit is their earning power. Let’s keep that in mind. 

Second—it is detrimental to the best interest of mer- 
chant and customer alike. It forces us to discriminate 
whether we will it or not. 


It puts the burden of increased cost of operation on 
those who, desiring to pay promptly, have had no part 
and want no part, in the creation of these increasing 
costs. It forces them to choose between the two—carry 
the burden of others, or join the great army of long-time 
credit buyers. It discourages prompt payment of any 
and all accounts. 

Third—it tends to encourage overbuying; it paints a 
rosy picture of the ease, of the convenience of paying 
over a long period: 

“Why, you can do it so easily.” 

“You never will miss it.” 

“Just think—you have six—ten—twelve months 
to pay—everybody’s doing it this way.” 

High-pressure—high-powered selling—the twins that 
accompany long-term selling. 

But you and I know differently—we know better. 
You and I know that in hundreds, yes thousands, of in- 
stances it is not so easily done. It is done not only with 
the headache but the heartache as well. 

You and I know something of human nature and we 
know that no factor ever introduced into retail selling 
appeals to and invites the play of the weakness of human 
nature as does this lure of easy payments. 

Fourth—it is productive of unfair competition. To 
you who have lived and been a part of retail business in 
the good old “rugged” days of “cut-price’ competition, 
when you damned the fellow who cut your throat along 
with his own, when the great and smart thing was to cut 
your competitor’s price for no reason other than to under- 
sell him: 

Do you recall those days? And do you recall that 
finally merchants came to feel that after all it wasn’t 
worth the price—that losing money in that sort of game 
was not the object of their business—and they gave it up? 

If you do recall those days, let me make this observa- 
tion: 

When the competition of time and terms hits its stride 
—when it cuts loose, so to speak (and it hasn’t begun to 
do it as yet)—you’ll live again the days of “‘cut-price” 
competition, and living them, seeing them, and going 
through them, you will finally come to the same con- 
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clusion: “This sort of competition is not beneficial to any- 
one.” For where is this “time and terms” to stop? 


We knew that the cutting of price had to stop at a 
certain figure—it could go no lower—there was a limit to 
loss. But where is this “time” to stop? At these six, 
twelve, eighteen months’ terms—and who is to stop it— 
who is to determine—who is to say, “This far and no 
farther”? 


And, again, who is to hold a monopoly on time—time 
that belongs to no one to the exclusion of others? Will 
you rest content with what others do with time and 
terms? 


Will your competitor respect your judgment on the 
question? We know the answer because we have the 
answer in our everyday dealings—we see it every day. 

“But,” you say to me, “we'll charge interest for this 
time we allow. We'll make people pay for the time 
they take.” 

Will you? Do you do it now? Will you continue to 
charge interest when your competitor ceases to do so? 
Will you permit that customer, who knows terms these 
days—and we have seen to it that most of them do know 
—to leave your store if only a matter of sixty or ninety 
days, six or ten months, stands in the way of a sale? 

Would you have me believe that there is any control 
at all on this time question? 
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The ever increasing number of “no extra charge,” “‘no 
interest,” “same as cash” advertisements that greet you 
from the pages of every newspaper in the land tell me a 
different story. They tell me that unless we check this 
mad, senseless competition in terms, it in turn will prove 
ruinous to all credit selling! For, does it not contain all 
the elements of abuse of credit—and what does abuse 
of credit bring you to? 


Does it not of necessity bring you to abuse of and 
hardship to the customer unfortunate enough to be 
caught through circumstance or otherwise, in the toils 
of debt? 

And what does this customer abuse and hardship bring 
you to? It brings you to the ever increasing activities— 
good, bad and in-between—of the legislative, the law- 
making bodies of our various states. 
these activities lightly? 


Can you regard 


Do they not indicate to you the necessity of steering 
clear of the practices that lead to these abuses and hard- 
ships? They should remind us all of the fact that we, as 
credit executives, still have a threefold responsibility: 

To the merchant who pays our salary—to the customer 
who makes that possible—to ourselves, to deal honorably, 
justly and fairly with both. 


Does not this whole picture of long-term credit selling 
today indicate to us the dangerous ground we tread upon? 

Does it not indicate to us, that unless we apply the in- 
telligence, the common sense and the ability that is ours 
to the sensible, sane and mutually beneficial solution of 
this credit problem, that others both from within and 
without the field of business, will do it for us? 

Credit granters, in common with you all, I most ear- 
nestly seek the answer. 

“=e” 

Ready soon: The Department Store Group Proceed- 

ings and Convention Addresses. See page 11, this issue. 
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The Retail Credit Study for 1935 


(Continued from page 15.) 


ing 18 per cent and 20 per cent, respectively. The por- 
tion overdue on installment accounts decreased to 8 per 
cent on December 31, 1935, from 10 per cent on Decem- 


ber 31, 1934. 


While overdue accounts reflect an unfavorable condi- 
tion in that they cause higher collection and interest costs, 
together with the probability of increased bad-debt losses, 
it is encouraging to note that marked reductions in por- 
tions overdue took place in 1935 and 1934. This im- 
provement, considered along with the acceleration in 
payments on accounts receivable is further evidence of 
the greater ability of consumers to meet their obligations, 
and collection efficiency on your part in getting payments 
on accounts. 

Of the retailers reporting in the study, approximately 
75 per cent stated that acceptance or rejection of ap- 
plicants for credit was based chiefly upon credit bureaus’ 
‘or similar agency information. In the department store, 
women’s specialty, and men’s clothing store fields over 
90 per cent of all stores are using this service. Grocery, 
heating and plumbing lines reported the lowest propor- 
tions—54 per cent and 60 per cent, respectively. 

These details have of necessity been of a general nature 
but I hope they will serve to indicate the nature and 
scope of the 1935 study, as well as the value of detailed 
information for your line of trade and for your com- 
munity. Much is to be gained by the credit executive 
from a study of this nature. Since each line of trade is 
seen in its relationship to the National Retail Credit pat- 
tern, it will provide you with a fund of reliable facts 
upon which to formulate your own credit practices. 

The study also enables the credit executive to deter- 
mine if his average speed of collections is in line with the 
general average. It shows him where his results are out 
of line, and only through such knowledge can he take 
active preventive measures. By comparing average bad- 
debt iosses for his trade and locality he can determine 
whether or not the results being obtained by his collection 
efforts are satisfactory. It also enables him to measure 
the change in percentage of business on a credit basis 
from year to year, and to determine whether his sales 
‘are expanding too rapidly or if he is failing to realize po- 
tential business through the medium of credit. 





The Economics of Installment Selling 
(Continued from page 5.) 


financial agency must turn for credit. If we are ever to 
have a sound credit structure which will not collapse ev- 
ery time the nation is confronted with a serious political 
or economic upset, the commercial bank must at all times 
operate in a way which will permit it to meet its con- 
tracts with its depositors. 

This means that if it makes loans which cannot be 
liquidated within the period of four months for which it 
can obtain advances from its Federal Reserve Bank, it 
must maintain excess cash reserves sufficient to bridge the 
gap, such as are provided by the cash balances of the 
sales finance companies. The depth and duration of the 
present depression has been due to bank failures caused 
by borrowing short (from depositors) and lending long. 
Certainly we should not repeat the same mistake! 

The question is sometimes asked whether or not the 
total volume of installment credit can expand to the 
point where it will constitute a danger to our economic 
system. The answer is that so long as installment buy- 
ing conforms to sound principles there can be no danger 
to our economic system, no matter how greatly the volume 
of such buying expands. 

This opinion is substantiated by the remarkable manner 
in which installment obligations were liquidated during 
the deflationary period of 1930, ’31 and ’32—because 
sound practice had been followed in the granting of those 
credits. There had been no “borrowing from the future” 
for payment had preceded use, and the value of the mer- 
chandise even at the depreciated values of depression 
times remained greater than the amount owing. 

A different story, however, may well be told if we en- 
ter another period of deflation with our portfolios filled 
with paper representing transactions in which the pur- 
chasers have /ittle or no equity, and with maturities rang- 
ing from twenty-four to thirty-six months and more. 
The banks will find themselves in the merchandising 
business, and refrigerators will have to be made legal 
tender! 

When we examine this whole subject carefully, the 
conclusion inevitably emerges that installment credit is 
an extremely valuable commercial instrumentality, but 
that it is not an economic panacea; and that the interest 
of purchaser, merchant, manufacturer, finance company, 
and bank, as well as of society as a whole, is best served 
by keeping installment credit terms within their normal 


bounds. 





This Collection Manager’s Manual is a real 
handbook on the technique of collecting. Writ- 
ten by Samuel W. Guggenheim, A.B., who has 
been in the business long enough to know what 
he is talking about, no space is wasted in 
theories or inspirational talk, He simply and 
concisely tells the credit managers of install- 
ment houses how to keep payments coming in 
regularly, how to deal with almost every con- 
ceivable emergency, and most of all how to 
bring pressure without making enemies. 


70 PAGES 
Cloth Bound 


12 ILLUSTRATIONS 
Price $2.25 
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How to Collect Installment Accounts 





You take no chance in ordering this book be- 
cause your money will be refunded if you are 
not satisfied. 


Samples of our 1936 collection forms sent on 
request. Similar forms sell for up to $15.00 per 
100. Our improved forms, in two colors, cost 
you only $3.00 per 100. 


We will include 5 each of 3 collection forms 
FREE with every order for ‘‘How to Collect 
Installment Accounts’’ sent in promptly. 


THE CREDIT PRESS 


901A Harvard St. Rochester, N. Y. 
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Do You Sell to New Accounts the 
Same Day the Account Is Opened 


Must You Wait Until a Day or Two Later? 
TELAUTOGRAPHS 


Will Help Your Store to “Charge” 
10 Minutes After Application Is Signed! 


And Will Cost You Only About $1.00 Per Day!! 
REMEMBER 


THE CUSTOMERS are already in your 





store when the applications for credit are be- 
ing made. You do not have to advertise to 
bring them in because they are already there 
and READY TO BUY. If you hold up ac- 
ceptance of the applications, you send away, 
not prospective customers, but positive buyers, 
and some may never return. You would not 
send a cash buyer away until you had ex- 
hausted every effort to sell him. Why not 
permit new accounts to begin buying at once? 
Delays in prompt extension of credit to 
worthy customers have often resulted in such 
good customers’ transferring their affections 
to a competing establishment. 





NEW APPLICATIONS with names and 
references can be copied on your telautograph 
and reported to your local Bureau instantly 
and in the presence of the prospective cus- 
tomers, without their knowledge, and ordi- 
narily, replies will be received in about five 
minutes via telautograph, giving sufficient in- 
formation from the Bureau files to permit im- 
mediate and safe action on each account—and 
then the customers may “charge and take” at 
once. Naturally your sales will increase on 
that day and you will have built up more good 
will for the store through your cheerful and 
fast action in opening each account. 


POSITIVE PROTECTION FOR THE CREDIT DEPARTMENT 
WITH 


DEFINITE AND IMMEDIATE INCREASE IN SALES!! 


29 Bureaus and 163 Stores Are Now Using This System— 
Can Your Store Afford to Go Along Without It? 


(NOTE —Since this copy was prepared another store ordered the system installed— 
Kahn’s Department Store—Oakland, Calif.) 


Send for our man now, or merely ask for our new “G.B. 36” booklet!! No obligation— 


of course. 


WE HAVE 45 BRANCH OFFICES AT YOUR SERVICE!! 


TELAUTOGRAPH CORPORATION 


FACTORY AND GENERAL OFFICES: 


16 WEST SIXTY-FIRST ST., NEW YORK, N. Y. 











NOW that we've 
reminded you, 
won't you send 
us a check— 
please? 


Thank You! 




















National 
Collection 
Stickers 


naiat 


Five in the series, exact size as 
shown (upper half of this page), 
printed in two tones of blue on 
gummed white paper. 

Prices, 1,000 of any one sticker, 
$2.00; 1,000 assorted, $2.50; 500 as- 
sorted, $1.50. 


)) Kemind You-- 


y) that this account 
has probably been 
overlooked. and 
we'll appreciate 
your remittance. 

Thank You! 











Hour Remittance-|| 


for this past due 
account will be 
appreciated. 
We'll be watch- 
ing for it! 


Many Thanks! 
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“Good Credit— 


is worth more than all the 
gold mines in the world,’’ 
said Webster. 


Prompt Payment Builds 
Good Credit—‘Worth 
More Than Gold” 


POSSESS 
A Friendly 
Reminder! 


As this account is overdue, 
your remittance will be 
greatly appreciated. 
Prompt Payment Builds 
Good Credit—“Worth 
More Than Gold” 


© 1934 
al 


- 


Crold 


An outstanding series—rich and 
dignified looking: Printed in royal 
blue, on special gold paper. Five 
in series (shown on lower half of 
this page). Actual size, 134” x2”. 
(Dotted lines are not part of stick- 
ers but are only “size indicators.’’) 


PRICE, $3.00 PER THOUSAND 


Now—Please? 


We know how easy it is to 
forget. Won’t you send it 
now—please—while you have 
it in mind? 

Prompt Payments Build 
Good Credit—“Worth 
More Than Gold” 


© 1934 N.R.C.A, 
erica ieee 
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Keep Your Credit 
As “Good As Gold”! 


Prompt payment of accounts, 
according to terms, will build 
a priceless credit record— 


“Worth More Than Gold” 


TREAT YOUR CREDIT 


\ SACRED TRUST 


OARS are es SES 
SOOO HH OSES OOOH OOD 


Past Due! 


Prompt payment of this ac- 
count is necessary to protect 
your eredit record, 


Safeguard Your Credit— 
It’s “Worth More Than 
Gold”! 
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TREAT YOUR CREDIT 


yi 
SaCRED TRUST 
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